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MOVING FROM UNEMPLOYMENT CHECKS TO 
PAYCHECKS: ASSESSING THE PRESIDENT’S 
PROPOSALS TO HELP THE 
LONG-TERM UNEMPLOYED 


THURSDAY, OCTOBER 6, 2011 

U.S. House of Representatives, 

Committee on Ways and Means, 
Subcommittee on Human Resources, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:03 a.m. in Room 
B-318, Rayburn House Office Building, the Honorable Geoff Davis 
[Chairman of the Subcommittee] presiding. 

[The advisory announcing the hearing follows:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 


Chairman Davis Announces Hearing on Moving 
from Unemployment Checks to Paychecks: 
Assessing the President’s Proposals to Help the 
Long-Term Unemployment 


October 06, 2011 

Congressman Geoff Davis (R-KY), Chairman of the Subcommittee on Human Re- 
sources of the Committee on Ways and Means, today announced that the Sub- 
committee will hold a hearing reviewing unemployment benefit proposals in the 
President’s latest jobs plan and assessing whether they will help the long-term un- 
employed return to work. The hearing will take place on Thursday, October 
6, 2011, in Room B-318 Rayburn House Office Building, beginning at 
9:00 a.m. 

In view of the limited time available to hear witnesses, oral testimony at this 
hearing will be from invited witnesses only. Witnesses will include a representative 
of the U.S. Department of Labor (DoL) as well as other public and private sector 
experts on unemployment benefits and employment security policies designed to 
promote reemployment. However, any individual or organization not scheduled for 
an oral appearance may submit a written statement for consideration by the Com- 
mittee and for inclusion in the printed record of the hearing. 

BACKGROUND : 

In August 2011 (the most recent official data), the U.S. unemployment rate was 
9.1 percent, 14.0 million individuals were unemployed, the average duration of un- 
employment was a record high of over 40 weeks, and 6.0 million individuals were 
long-term unemployed — defined as unemployed for 27 weeks of longer. 

The Federal-State unemployment compensation program created by the Social Se- 
curity Act of 1935 assists unemployed individuals by offering weekly unemployment 
benefit checks while they search for work. According to DoL, in order to be eligible 
for benefits jobless workers must have a history of attachment to the workforce and 
must be able and available for work. 

As a result of a series of Federal extended benefit laws enacted since 2008 that 
now provide up to 73 weeks of Federal benefits, the maximum number of weeks of 
unemployment benefits payable per person has grown to a record 99 weeks, which 
is currently available in 21 States with especially high unemployment rates. Since 
mid-2008, $180 billion in Federal extended unemployment benefits have been paid, 
with most supported by Federal general revenues. 

As weeks of unemployment benefits and total spending have grown, so have total 
payments made in error. According to DoL, improper payments of unemployment 
benefits reached record highs in 2010, with $17.2 billion paid in error, equal to 
11.2% of all payments. 

On September 8, 2011, the President announced his most recent plan to assist the 
long-term unemployed in returning to work. This plan would extend the availability 
of up to 99 weeks of total unemployment benefits through CY 2012, at an estimated 
cost of $44 billion. Also within the Subcommittee’s jurisdiction, the President’s plan 
proposes providing an additional $10 billion in one-time Federal funds to States to 
promote various return-to-work efforts, including wage subsidies, subsidies for em- 
ployer training of UI recipients (along the lines of the “Georgia Works” program), 
work sharing, wage insurance, and reemployment assessments, among other of 
what the Administration terms “promising strategies.” 

In announcing the hearing, Chairman Davis said, “This hearing will review a 
number of measures the President recently proposed to assist especially 
the long-term unemployed in returning to work. I hope we can build on our 
previous findings on the importance of better engaging the unemployed 
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and providing States more flexibility in assisting them. I look forward to 
identifying possible common ground when it comes to helping more long- 
term unemployed beneficiaries return to work, and doing so in a fiscally 
responsible manner.” 

FOCUS OF THE HEARING : 

The hearing will focus on a review of the President’s recent proposals designed 
to help long-term unemployed individuals return to work. 

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS : 

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear- 
ing record must follow the appropriate link on the hearing page of the Committee 
website and complete the informational forms. From the Committee homepage, 
http:llwaysandmeans.honse.gov, select “Hearings.” Select the hearing for which you 
would like to submit, and click on the link entitled, “Click here to provide a submis- 
sion for the record.” Once you have followed the online instructions, submit all re- 
quested information. ATTACH your submission as a Word document, in compliance 
with the formatting requirements listed below, by the close of business on 
Thursday, October 20, 2011. Finally, please note that due to the change in House 
mail policy, the U.S. Capitol Police will refuse sealed-package deliveries to all House 
Office Buildings. For questions, or if you encounter technical problems, please call 
(202) 225-1721 or (202) 225-3625. 

FORMATTING REQUIREMENTS: 


The Committee relies on electronic submissions for printing the official hearing record. As al- 
ways, submissions will be included in the record according to the discretion of the Committee. 
The Committee will not alter the content of your submission, but we reserve the right to format 
it according to our guidelines. Any submission provided to the Committee by a witness, any sup- 
plementary materials submitted for the printed record, and any written comments in response 
to a request for written comments must conform to the guidelines listed below. Any submission 
or supplementary item not in compliance with these guidelines will not be printed, but will be 
maintained in the Committee files for review and use by the Committee. 

1. All submissions and supplementary materials must be provided in Word format and MUST 
NOT exceed a total of 10 pages, including attachments. Witnesses and submitters are advised 
that the Committee relies on electronic submissions for printing the official hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. All submissions must include a list of all clients, persons and/or organizations on whose 
behalf the witness appears. A supplemental sheet must accompany each submission listing the 
name, company, address, telephone, and fax numbers of each witness. 

Note: All Committee advisories and news releases are available on the World 
Wide Web at http://www.waysandmeans.house.gov/. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 


Chairman DAVIS. Good morning. Thank you all for joining us 
today. Today’s hearing is on the President’s proposals to help the 
long-term unemployed get back to work, which are part of his lat- 
est jobs plan. 

There is certainly bipartisan agreement on that goal of getting 
people back to work, but we need to do a better job helping all of 
the unemployed return to work, because today’s short-term unem- 
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ployed workers risk becoming tomorrow’s long-term unemployed. 
For example, one of America’s 14 million unemployed workers, Ms. 
Dawn Deane, will testify shortly about her experience since being 
laid off in June. She’s not “long-term unemployed,” but why should 
we wait until she reaches that stage before she gets effective help 
in getting back to work? 

Yet that’s largely what the President’s latest plan proposes, 
starting with its call to extend unemployment benefits for up to 99 
weeks for another year. That has a familiar ring, because this 
would be the tenth extension since mid-2008. That’s left a long 
track record of assessing whether extending unemployment bene- 
fits will create jobs, as some have claimed. 

For instance, then-Speaker Nancy Pelosi last year said that ex- 
tending unemployment benefits is “one of the biggest stimuluses 
[sic] to our economy. ... It creates jobs faster than almost any other 
initiative that you can name.” But in reality, since federal extended 
benefits began, the unemployment rate rose from 5.6 to 9.1 percent, 
and over 6 million jobs disappeared. 

Federal benefits have already added $180 billion to the deficit, 
and today we are being asked by the President to spend another 
$50 billion next year. Other proposals in this plan have a familiar 
ring, too. For example, like provisions in the Democrats’ 2009 stim- 
ulus law, the President’s latest plan proposes more temporary fed- 
eral funds if states adopt UI policies dozens of states already sup- 
port. If these programs have merit, and many states already use 
them, why must the Federal Government again spend billions of 
dollars for other states to adopt them, too? 

There is no free lunch here. The Administration has proposed 
new taxes on job creators to pay for this new spending, but Senate 
Democrats have already rejected some of those. Meanwhile, the Ad- 
ministration’s budget, which was unanimously rejected in the other 
body, called for nearly $60 billion in permanently higher unemploy- 
ment taxes on jobs in the coming decade. It is hard to see how per- 
manently higher taxes on jobs will help the unemployed get back 
to work. 

The President’s plan is noteworthy for steps it does not take, 
such as providing states more flexibility over UI funds, so fewer 
people become long-term unemployed. This committee approved 
such UI waiver authority to the states earlier this year. Just last 
week, President Obama signed into law a bill cosponsored by my 
friend Mr. Doggett, among others, to provide states waiver author- 
ity in child welfare programs. I had the privilege of being in the 
Oval Office last Friday to see that bill enacted into law. And that 
shows that we can make progress from a bipartisan perspective, fo- 
cusing on the process and the real economics and opportunities to 
help people move forward. 

If states can be trusted to design better programs for children at 
risk of abuse and neglect, can’t they be trusted to test ways to bet- 
ter help the unemployed get back to work, using their own state 
funds? 

Other important reforms are missing, too, like strengthening 
work search and better engaging unemployed workers in training — 
reforms that were needed even before the recession. The good news 
is these sources of improvements to help all unemployed workers 
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can and should be included in any legislation enacted this year to 
help the unemployed return to work. 

I look forward to working with my colleagues and the Adminis- 
tration to that end, and welcome all of our witnesses today to dis- 
cuss how we can craft the most effective policies to do just that. 

Without objection, each Member will have the opportunity to 
submit a written statement and have it included in the record at 
this point. And I would like to yield now to my friend, Lloyd 
Doggett. 

Do you care to make an opening statement? 

Mr. DOGGETT. Thank you very much, Mr. Chairman. This is an 
opportunity to review the proposals of the President to assist the 
unemployed find work, and to listen to the creative recommenda- 
tions of our colleagues. 

Today in America the problem that we face is not the unem- 
ployed, but unemployment. Too many Americans remain unem- 
ployed because of lack of work, not for their lack of wanting to 
work. We must stop the blame-the-victim approach of just blaming 
unemployment on the unemployed. Thus far this year we have yet 
to vote in the House on a single meaningful jobs bill. And threats 
of default on our debt and threats to shut down the government 
only set back our economic recovery and cost us more jobs. 

There is a great difference in this country between what happens 
to some unemployed citizens. Those at the top of the economic lad- 
der don’t need to worry about unemployment insurance. Last 
month the executive at Hewlett Packard, HP, got a $13 million 
golden parachute after he was dismissed when his company’s stock 
price fell by half. But for the rest of America, and particularly the 
working-age poor, of whom we have more than at any time in 
about 50 years, things are considerably different. 

As luxury goods fly off the shelves at some specialty stores, Wal- 
Mart has reduced the size of its toilet tissue rolls because so many 
people can’t afford to buy the old size. When folks lose a job 
through no fault of their own, the least we ought to do is extend 
a life line. 

In examining the provisions of the President’s Americans Job Act 
relating to unemployment, there are several new initiatives that 
merit our study. If Congress fails to act by December 31st on ex- 
tending Federal unemployment insurance benefits, more than 2 
million people will lose their unemployment assistance by the mid- 
dle of February. And throughout next year, a total of six million 
Americans will be without assistance. 

The President’s proposal is a good place to start in addressing 
this problem. This doesn’t mean I think that every aspect of his 
proposal has the right answers, or that he even has the best an- 
swers on all aspects of this problem. But I especially emphasize the 
need to extend Federal unemployment assistance at this time of 
continued economic downturn. Terminating unemployment assist- 
ance would hurt our nation’s economy by further suppressing con- 
sumer demand and confidence. 

The Economic Policy Institute has estimated that allowing the 
extended Federal unemployment program to expire would cost this 
country over half-a-million jobs. This amounts to a double whammy 
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for the unemployed. They lose their benefits, and jobs become even 
more difficult to find. 

And there is near unanimity among economists that few govern- 
ment expenditures have more positive stimulative effect. It’s true, 
it doesn’t solve all the jobless problem in the country. But econo- 
mists of all political stripes agree that one of the best ways to stim- 
ulate the economy is to make payments to those who have no 
choice but to spend those dollars immediately on the necessities of 
life. 

But things could get even worse for the unemployed if the pro- 
posal before the House Appropriations Committee to cut job train- 
ing and unemployment services by 75 percent is effective. 

Finally, while there is much ballyhooing about the so-called 
Texas Miracle, the unemployment rate in my state, 8.5 percent, 
stands higher today than at any time in the last quarter of a cen- 
tury. Our state is also a good example of what happens when ideo- 
logical constraints and political imperatives produce decisions that 
harm both employers and employees. 

Let’s hope that this hearing is just the first step in forging a 
stronger consensus that we must not abandon the millions of our 
neighbors who depend on unemployment insurance to make ends 
meet until they can be successful in securing a new job. Let’s work 
together to move our economy forward, and increase the oppor- 
tunity for folks looking for work to find it. Thank you, Mr. Chair- 
man. 

Chairman DAVIS. Thank you, Mr. Doggett. Before we move on 
to our testimony, I would like to remind our witnesses that all oral 
statements need to be limited to five minutes. And, however, with- 
out objection all of the written testimony will be made part of the 
permanent record. 

On our panel today we will be hearing from several of our distin- 
guished colleagues. First will be the Honorable Ron Wyden, Sen- 
ator from Oregon. Welcome to the panel. The Honorable James 
Renacci of Ohio, accompanied by the Honorable Hansen Clarke of 
Michigan. Thank you all for joining us today. 

Senator Wyden, please proceed with your remarks. 

STATEMENT OF THE HONORABLE RON WYDEN, A UNITED 
STATES SENATOR FROM THE STATE OF OREGON 

Senator WYDEN. Thank you very much, Mr. Chairman, and it 
is a pleasure to be with you and Congressman Doggett. I had a 
chance to serve in the House of Representatives. It is good to be 
back. And let me first of all say I am going to spare you the fili- 
buster this morning. And if I could just make my prepared remarks 
a part of the record, perhaps just kind of summarize a few 
thoughts. 

Chairman DAVIS. Without objection. 

Senator WYDEN. Thank you, Mr. Chairman. I particularly ap- 
preciate the way you, Mr. Chairman, and others are looking at try- 
ing to find a bipartisan way to make some changes in the unem- 
ployment system to provide more opportunities for our workers, 
folks that are hurting, to get ahead. 

And what I want to do is just start this brief discussion with my 
belief that this isn’t our grandparents’ job market. I think we all 
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understand that we saw our grandparents and our parents very 
often get caught up in the typical business cycle caused by bad 
weather, or an increase in the price of raw materials, something 
like that. They would be unemployed for a few months, six, eight 
months, but their jobs would come back. 

We know today that a lot of lost jobs aren’t coming back, and we 
have to start with that basic understanding. And so, I come to offer 
the theory that, in a bipartisan way, we could start with the propo- 
sition that a significant number of folks who are unemployed are 
essentially treading water in the unemployment system with no 
way of getting ahead. And these are folks who now have one of two 
choices. 

They’ve got these two choices, which aren’t particularly good for 
them, and they aren’t particularly good for taxpayers. They can 
take their unemployment check and keeping looking for jobs that 
no longer exist or they can take their unemployment check and go 
into a training program that is not as valuable as the knowledge 
in their head and the work ethic in their body. 

So, what I would like to suggest is that, on a bipartisan basis, 
we look at the idea of reforming the unemployment system to give 
those who are qualified to do so the opportunity to get off the 
treadmill. We should let them use the marketable skills that they 
have often picked up in decades of employment in the private sec- 
tor, to become self-employed in the private sector, where they’re 
going to be paying taxes and often putting others to work. 

Now, I want colleagues to know that I don’t think this is for ev- 
erybody. I am not suggesting you can be unemployed and just walk 
into the UI office and say, “I am going to go set up a biotech com- 
pany,” or something of that nature. But if you look around the 
country at what we’ve done in the last 15 years with these pro- 
grams on a small scale — and I authored federal SEA law in the 
1980s — we see people setting up welding shops, we see folks doing 
innovative work in wood products, in technology in a variety of 
areas. 

Recently, two unemployed fellows in my home town of Portland 
started a technology company, “Urban Airship,” and they are doing 
pioneering work with new mobile apps. And they have got people 
all over the country interested in their mobile applications. So, 
these jobs can pay good wages, and turn folks into entrepreneurs. 

And I will close with this, Mr. Chairman. A study by the Depart- 
ment of Labor found that self-employment participants were 19 
times more likely than eligible non-participants to be self-employed 
at some point after being unemployed. And even more importantly, 
they were four times more likely to obtain employment of any kind, 
any kind whatsoever. And the average cost of these jobs was 
$3,350. 

So, we can continue to go back and forth, Democrats and Repub- 
licans, punching on each other about the idea of job creation that 
costs many, many times that level, or we can find a way, in a bi- 
partisan fashion, to do it. What we have done in this legislation is 
put in what I think are realistic limits. A state can only give about 
one percent of its UI recipients the opportunity to take part in self- 
employment assistance with a limitation of the number of weeks of 
benefits. 
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And I just appreciate the tone that you are setting, Mr. Chair- 
man and Congressman Doggett has worked, through your joint bi- 
partisan work on the child welfare bill that was signed recently. 

And let me break the speechifying off here, and just know that 
I would be very much interested in being part of this bipartisan ap- 
proach you all are trying to cultivate. 

[The prepared statement of Senator Wyden follows:] 
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Statement for the Record 
Senator Ron Wyden 

Ways and Means, Human Resources Subcommittee 

Hearing on Benefits for the Long-Term Unemployed 
October 6, 2011 

Thank you Chairman Davis and Ranking Member Doggett for holding this hearing on benefits 
for the long-term unemployed. In too many cases, the current unemployment assistance 
programs allow the experience and expertise of America's unemployed workers to sit on the 
sidelines. I’m here today to describe an alternative approach that gives the unemployed the 
ability to start their own businesses and get in the game — self-employment assistance (SEA). 

In Oregon, we've got this program up and running and think other states should be encouraged to 
do the same. By failing to take advantage of self-employment assistance, we're missing an 
opportunity to not only help currently unemployed workers but also to help our economy grow 
and create more jobs. 1 know this program works — its record in Oregon is strong and can be 
found in letters and testimony from individuals who have used the program. 

Take, for example, Paul Clements. Mr. Clements had worked as the Quality Manager at Lumina 
Pacific Corp’s laminated veneer mill in Burns, Oregon for 16 years when the mill was forced to 
shut its doors in 2007. This was and still is a financial challenge for the community, and the 
closest work in his field of expertise was 500 miles away. It was a near impossibility to move in 
a market where families could not sell their homes. To make the equation more of a challenge, 
Mr. Clements was told that in order to receive unemployment, he had to cither look for work or 
enroll in school. "At the age of 51 and two degrees already under my belt I decided not to 
explore the education route," said Mr. Clements. And through the use of SEA benefits, he was 
successfully able to use his experience to stall his own business producing full color banners, 
signs, and printing and graphics projects. Speaking about his experience, Mr. Clements said, 
"starting a business in this economy has been a challenge, but the right choice. I have made the 
two year bench mark and still swimming above water thanks to the community that has 
supported my business venture." 

It is critical that we continue to allow unemployed workers to receive the emergency benefits 
that have been available throughout the economic downturn. To discontinue benefits now and 
create a cliff would force both consumer spending and consumer confidence to decline, creating 
only more problems. More homes would go into foreclosure. More debt would go unpaid. And 
any progress we make towards economic recovery could come to a blaring halt. 

Nearly every economist, not to mention the Congressional Budget Office, has told us that 
unemployment benefits have one of the biggest bangs for the buck when it comes to improving 
the economy. 

But we should be thinking more creatively about how to use unemployment benefits to create 
jobs through entrepreneurship. We talk often about the benefits of small businesses in this 
country, yet our unemployment insurance programs actually prevent aspiring entrepreneurs from 
putting their ideas to work. Under the unemployment insurance systems in most states, if you 
stop looking for a job or you turn dow n a job. you lose your unemployment benefit even if 
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you’re working to start your own business. States with active self-employment assistance 
programs, like Oregon, allow a small percent of the unemployed to focus full lime on starting 
their own business while drawing down their unemployment benefits in the form of self- 
employment assistance. Anyone who has started a new business knows that getting it off the 
ground is a full time job in and of itself, and allowing would-be UI recipients to focus full-time 
on their new business vastly increases their likelihood of success. Rather than rely on others to 
create jobs for them, self-employment assistance allows determined entrepreneurs to create jobs 
for themselves and others. 

The President's proposal is a step in the right direction; it allows states to quickly enter into an 
agreement w ith the Department of Labor and allow the long-term unemployed, those on 
extended unemployment compensation, to draw down their UI benefits in the form of self- 
employment assistance. However, this does little to encourage states to make self-employment 
assistance a part of their permanent strategy. We must be more far-sighted. We ought to provide 
states with a little assistance so that they can start self-employment programs of their own — not 
just for periods of extended unemployment compensation. 

I want to be clear: this is no giveaway. In order to get this benefit, unemployed workers have to 
meet the same wage and hour requirements as they would to receive UI and they must prove they 
have a viable business plan. The beneficiaries of self-employment assistance really have 
something to offer — they have solid work experience and solid ideas: and put into action, that 
combination can snowball into a successful business with multiple employees. 

There are 2.5 million micro businesses in the US, representing 88 percent of all businesses. They 
generate $2.4 trillion in receipts, account for 17 percent of GDP. and employ more than 13 
million people. If one out of every three of these businesses hired just one additional employee, 
the US economy would achieve full employment. Expanding self-employment assistance helps 
us get there. 

A study by the Department of Labor found that self-employment participants were 19 times more 
likely than eligible non-participants to be self-employed at some point after being unemployed. 
Moreover, they were four times more likely to obtain employment of any kind. The average cost 
to create each of those jobs is $3,350. According to estimates from Princeton economist and 
former Federal Reserve Board Vice Chairman Alan Blinder, it takes about $93,000 worth of 
garden-variety fiscal stimulus to create an average job. Job creation through SEA is an incredible 
bargain. 

This program has been creating jobs and businesses in Oregon for nearly two decades. Earlier 
this year. Pat Sandlin-who coordinates Oregon’s program-conducted an informal "census" of 
enrollees since 2004. He found that 77 percent of businesses started by SEA beneficiaries are 
still up and running. And according to Mr. Sanderlin, the companies' combined annual payroll 
totals $7,888,210. 

Despite widespread support for self-employment and entrepreneurial programs, only a handful of 
states offer SEA. and those that do take advantage of it typically administer benefits to a small 
share of the unemployed. Only about 2.400 Oregonians have used the program since its inception 
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in 1995. Though states currently have the option of taking advantage of self-employment 
assistance, the administrative costs to start a new program often prevent them from doing so. 

And because federal law prevents self-employment benefits from being paid out while an 
individual is in a period of extended unemployment, the long-term unemployed cannot take 
advantage of the program. 

My legislation encourages states to utilize self-employment assistance by: 

1) Allowing the long-term unemployed who remain eligible for regular or extended 
unemployment benefits to draw down those benefits in the form of self-employment 
assistance; 

2) Providing technical assistance and model language from the Department of Labor for 
states that create new self-employment programs; and 

3) Providing financial assistance to aid states in establishing, implementing, improving 
and/or administering self-employment programs. 

Self-employment benefits can serve as a guaranteed source of startup capital for businesses. And 
unlike traditional unemployment insurance, workers who successfully exit this program by 
starting their own business can create more new jobs as business expands. When unemployment 
is high and workers face extended periods of joblessness, this is exactly the type of program we 
should embrace. 

Again, I appreciate the chance to testify today and would welcome the opportunity to work 
together to promote emrepreneurialism and small business development. 
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Chairman DAVIS. Thank you, Senator Wyden. Much of what you 
mentioned fits the spirit of legislation that we worked on back in 
the spring regarding issues like this. And we will look forward to 
continuing that dialogue. Thank you very much. 

Congressmen Renacci and Clarke. 

STATEMENT OF THE HONORABLE JAMES B. RENACCI, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO 

Mr. RENACCI. Good morning, Mr. Chairman, Mr. Doggett, and 
Members of the Subcommittee. I would like to thank you for 
hosting today’s hearing on moving from unemployment checks to 
paychecks, and for inviting me to testify. It is my hope that today’s 
hearing will provide the subcommittee with actionable information 
for getting our nations’ unemployed back to work. 

The dire unemployment situation currently gripping the United 
States has been an inescapable reality for several years. Unemploy- 
ment data for the month of August showed zero jobs added and a 
sustained unemployment rate of over nine percent. The next report 
on job creation — or, unfortunately, the lack thereof — is due on Octo- 
ber 7th. But there is little reason for optimism. 

However, the tools we need to overcome the economic downturn 
are already at our disposal, the most valuable of which is unem- 
ployment insurance. Significant employment opportunities can be 
created by allowing the states to leverage unemployment insurance 
into job creation. There is no silver bullet to returning America 
back to work. But creating an incentive for both employers and job 
seekers through unemployment insurance is an important first 
step. 

I have introduced a bill with bipartisan support entitled, “Em- 
ploy Act,” H.R. 2137, that would create this dual incentive. The un- 
employment benefit to the business — the Employ Act would allow 
states to develop an optional program for providing a percentage of 
the unemployment benefit to a business willing to hire an indi- 
vidual at a rate higher than the normal benefit amount. 

The purpose of this program is simple: provide businesses with 
an incentive to hire through reduced risk, provide individuals with 
an incentive to work through increased pay, and reduce cost to the 
government by paying only a percentage of the unemployment ben- 
efit to the eligible businesses. As stated, the Employ Act is not a 
panacea for the joblessness crisis the United States is currently 
facing. But it is a crucial step in the right direction. 

I again thank the subcommittee for inviting me to testify here 
today, and I look forward to answering any questions you may 
have. I also look forward to hearing the ideas presented by my col- 
leagues here today. 

[The prepared statement of Mr. Renacci follows:] 
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Statement for the Record: Congressman James B. Renacci 
Ways and Means Subcommittee on Human Resources 
Hearing on Moving from Unemployment Checks to Paychecks: Assessing the 
President's Proposals to Help the Long-Term Unemployed 
October 6, 2011 


Good morning Mr. Chairman, Mr. Doggett, and members of the subcommittee. I'd like to thank you for 
hosting today's hearing on "Moving from Unemployment Checks to Paychecks," and for inviting me to 
testify. It is my hope that today's hearing will provide the subcommittee with actionable information for 
getting our nation's unemployed back to work. 

The dire unemployment situation currently gripping the United States has been an inescapable reality 
for several years. Unemployment data for the month of August showed zero jobs added and a sustained 
unemployment rate of over 9%. The next report on job creation, or unfortunately, the lack thereof, is 
due on October 7 th , but there is little reason for optimism. What we've been doing is not working. The 
government's empty coffers make creative solutions, not risky stimulus packages, the only way to 
address the crisis. Luckily, the tools we need to overcome our economic downturn are already at our 
disposal, the most valuable of which is Unemployment Insurance. Significant employment opportunities 
can be created by allowing the states to leverage unemployment insurance into job creation. 

In the past, unemployment insurance has provided a valuable bridge for individuals between jobs. 
Unfortunately, two major changes have dramatically altered the unemployment system's function. 

First, uncertain economic conditions have diminished business' willingness to risk new employment. 
Second, the length of compensation eligibility has turned from a bridge between jobs into an excuse to 
put off that job search for just one more week. That week turns into 20 or 30 or 40 or even 90 more. 

In order for any job creation agenda to be successful, both of these hurdles must be overcome. It is not 
enough to assist businesses in hedging the risks of expansion; our plan for a return to prosperity must 
also provide tangible motivation to a discouraged workforce. 

There is no silver bullet to returning Americans to work, but creating an incentive for both employers 
and job seekers through unemployment insurance is an important first step. I have introduced a bill with 
bipartisan support entitled the EMPLOY Act, H.R. 2137, that would create this dual incentive. The 
EMPLOY Act would allow states to develop an optional program for providing a percentage of the 
unemployment benefit to a business willing to hire an individual at a rate higher than the normal benefit 
amount. The purpose of this program is simple: provide businesses with an incentive to hire through 
reduced risk, provide individuals with an incentive to work through increased pay, and reduce cost to 
the government by paying only a percentage of the unemployment benefit to the eligible businesses. 

Similarities have been drawn between the EMPLOY Act and the Georgia Works Program endorsed 
recently by President Obama. While both programs leverage unemployment compensation to 
encourage job growth, the EMPLOY Act has the potential to create immediate long term employment, 
rather than simply providing job training. What's more, the Georgia Works program relies on increased 
spending, whereas the EMPLOY Act can actually reduce federal and state spending. This plan has been 
endorsed by a diverse group of interests from my district and nation-wide, including the Stark County 
Workforce Investment Board, The J.M. Smucker Company, Shearer's Foods, Inc., and Hire Just One. 

It's important to note that the EMPLOY Act does not alter the currently-existing unemployment 
insurance system; it simply creates another option for those collecting the benefit to seek new 
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employment. The benefit still belongs to the individual. In fact, if an individual is terminated without 
fault from a business participating in the program, the individual can immediately resume collecting 
their typical unemployment benefit, minus the number of weeks they were employed through the 
program. Through these safeguards, risk is reduced for both the employer and the employee, 
encouraging significant private sector job growth. 

As I stated, the EMPLOY Act is not a panacea for the joblessness crisis the United States is currently 
facing, but it is a crucial step in the right direction. I again thank the subcommittee for inviting me to 
testify here today and I look forward to answering any questions you may have. I also look forward to 
hearing the ideas presented by my colleagues here today. 
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Chairman DAVIS. Congressman Clarke. 

STATEMENT OF THE HONORABLE HANSEN CLARKE, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF MICHIGAN 

Mr. CLARKE. Chairman Davis, Ranking Member Doggett, sub- 
committee members, my name is Hansen Clarke. I represent the 
metropolitan region in this country that has lost more jobs than 
any region over the last years: metropolitan Detroit. 

People in metro Detroit, they need work. They are desperate for 
work. This Employ Act would provide the people that I represent 
a chance to get on-the-job training, but also an opportunity to get 
a job long-term. This is important, and I am going to be brief. 
When you put folks in metro Detroit back to work, even though our 
area has been so hard hit, economically, we have the best manufac- 
turing know-how still. We have got a great trained workforce. 
When you put our folks in Detroit back to work, you put this coun- 
try back to work. We can create more new advanced manufacturing 
jobs. 

But I am not here just talking to you today as a Member of Con- 
gress representing Michigan’s 13th District. I also want to share 
with you my experience during the last great recession that we had 
here in this country, during the 1980s. I was a young man in my 
early twenties. I had already lost my family, they had died by the 
time I was 19. I had no brothers and sisters. I had dropped out of 
college, I had been out for years. And I lost my income. I lost my 
food stamps, and then I gave up completely. I knew that there was 
no way I was going to be able to make it in life. 

This is the tremendous tragedy right now with folks who are un- 
employed. I know that feeling. I can see it in their eyes. People in 
Detroit are tough, but they have given up. They don’t think that 
they have a chance any more. This Employ Act gives people some 
confidence in themselves by putting them back to work, putting 
them in a work situation where they can work with a team, they 
can see that — the value that they have to a company, to them- 
selves, and to this country. 

The other reason why I wanted to be here today, I wanted to 
show this Congress and to show this country that a Republican like 
Jim, a Democrat like me, that we can work together, and we are 
committed to put our people back to work. This bill is not perfect, 
but nothing in this country is. But it is a clear statement: Here is 
a way that we can provide an incentive for employers to hire people 
who need money, but also need faith, faith in themselves and faith 
in what this country is all about, giving everyone an equal 
chance — not a guarantee, but a chance to pursue happiness, to ac- 
tually live your life as fully as you can. 

So, I really appreciate you giving us this opportunity. I want to 
let, again, this country know Democrats and Republicans are will- 
ing to work together to put you back to work. That is why Jim and 
I are here today. Thank you so much. 

Chairman DAVIS. Thank you very much, Congressman Clarke. 
We appreciate your sentiments. 

Does anybody have any questions for our colleagues on the 
panel? 

[No response.] 



16 


Chairman DAVIS. I would like to thank Senator Wyden and 
Congressmen Renacci and Clarke for joining us today, sharing your 
insights. The one thing I also would like to do is extend the invita- 
tion to continue to work with all of you. We look forward to this 
dialogue as we move forward, and thank you very much. 

That concludes our first panel. And for our second panel we will 
be hearing from the Honorable Jane Oates, Assistant Secretary of 
the Employment and Training Administration, U.S. Department of 
Labor. 

Welcome, Secretary Oates, for another appearance before the 
subcommittee. You can go ahead and proceed with your testimony. 

STATEMENT OF JANE OATES, ASSISTANT SECRETARY, EM- 
PLOYMENT AND TRAINING ADMINISTRATION, U.S. DEPART- 
MENT OF LABOR 

Ms. OATES. Good morning, Chairman Davis, Ranking Member 
Doggett, other Members of the Committee. Thanks for this oppor- 
tunity to begin the discussion on the President’s American Jobs 
Act. 

The act draws on bipartisan ideas and proposes innovative 
changes to the unemployment insurance, the UI program. It gives 
states flexibility to implement innovative voluntary approaches to 
get long-term unemployed workers back to work and boost job cre- 
ation, while also providing UI benefits to the long-term unemployed 
who continue to face challenges finding jobs. 

I know you all agree that getting people back to work is essential 
to our sustained recovery and our nation’s economic strength. The 
UI reforms in the American Jobs Act are packaged to ensure unem- 
ployed workers have the benefits they need while searching for 
work, but also ensures that they have the necessary services and 
opportunities to get re-employed. 

The proposal couples a further extension of emergency unemploy- 
ment compensation with full federal funding of the extended ben- 
efit program for one year, with mandatory re-employment services 
and eligibility assessments for EUC claimants, and state flexibility 
to implement a menu of innovative re-employment strategies that 
would provide claimants with additional options, if they chose to 
pursue them. 

The President’s proposal will, by the end of 2012, prevent 6 mil- 
lion Americans from losing access to the benefits they need to sus- 
tain their families while they look for work. We know that without 
these life-sustaining benefits this past year, 3.2 million people 
would have slipped into poverty. 

At the same time, an extension of emergency unemployment ben- 
efits for a year bolsters consumer spending, which, in turn, fuels 
local economies by returning $2 in economic growth for every $1 in 
benefits paid. We know that the longer an individual is unem- 
ployed, the less likely that individual is to successfully return to 
work, because their skills get rusty and they face the stigma of 
being long-term unemployed. 

The President is asking Congress to extend EUC and full federal 
funding for EB through the end of 2012. At the same time, the act 
promotes rapid re-employment by requiring states to provide re- 
employment services, and UI eligibility assessments similar to the 
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re-employment and eligibility assessment initiative that 40 states 
currently operate. They would now provide this to all EUC recipi- 
ents. 

States will provide these services in tandem, and we know this 
strategy works. Research shows that a combination of RES and 
REA activities reduces UI duration and saves trust fund dollars, 
because claimants find jobs faster and ineligible claimants are 
identified, thus reducing improper payments. 

In addition to these important re-employment services, the 
American Jobs Act proposes the Re-Employment Now initiative, 
which provides $4 billion to states through a formula, and gives 
states the flexibility to implement something from the menu of op- 
tional re-employment services, including state-developed models, 
while joining DoL in an evaluation of the models to inform future 
UI reforms. 

All of these options directly benefit long-term unemployed work- 
ers. The Bridge to Work program builds on and improves on pro- 
grams such as Georgia Works, and will permit EUC recipients to 
voluntarily engage in temporary work for up to 38 hours a week 
for up to 8 weeks, while continuing to receive their EUC benefits. 
Total benefits in every state must be at least equal to the min- 
imum wage in that state. 

Key worker protections are mandatory for both the EUC recipi- 
ent and for employees at the participating employer. Bridge to 
Work is a win-win for both the EUC recipient and the employer, 
and we think it promotes job creation and hiring. 

Wage insurance will provide an incentive for older EUC recipi- 
ents 50 and above to return to the labor market by taking a job 
that pays less than what they were making in their last job. Par- 
ticipants could be paid up to 50 percent of the difference in wages 
between the two jobs during a period of time determined by the 
state. 

Other initiatives in my oral testimony, as my time is running 
out, we can discuss during questioning. But I do want to end by 
saying that we think the American Jobs Act is a comprehensive 
package and the President is urging Congress to enact it in its en- 
tirety, including, for example, the additional re-employment strate- 
gies that are pathways back to work that will be considered by 
other committees. 

I really hope this is the beginning of our discussion. I hope we 
can reach some common ground on this, and really hope we can get 
to something quickly. 

Thank you, Mr. Chairman. 

[The prepared statement of Ms. Oates follows:] 
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STATEMENT OF 

JANE OATES 
ASSISTANT SECRETARY 

BEFORE THE 

SUBCOMMITTEE ON HUMAN RESOURCES 
COMMITTEE ON WAYS AND MEANS 
UNITED STATES HOUSE OF REPRESENTATIVES 

October 6, 20 1 1 

Good morning Chairman Davis, Ranking Member Doggett, and members of the 
Subcommittee. Thank you for the invitation to testify 1 today and for holding this hearing 
on the Unemployment Insurance (UI) provisions in the American Jobs Act of 201 1, 
which will generate economic growth and jobs; provide income support for long-term 
unemployed workers who are looking for jobs and continue to face challenges in 
returning to work due to the sluggish economy; and provide opportunities for states to 
implement innovative reforms to the UI system to help these workers become 
reemployed and for currently employed workers to retain their jobs. These provisions in 
the American Jobs Act of 201 1 w ill help unemployed workers regain their fooling in this 
economy and encourage employers to hire the long-term unemployed. 

Helping unemployed workers become reemployed is essential to sustained recovery' and 
economic strength, and is one of the most important issues facing our country' today. 
These provisions complement other provisions in the Act that would put workers back on 
the job, including tax cuts to help America's small businesses hire and grow, tax relief to 
all American workers and their families, new r investments in our Nation’s infrastructure. 
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and other measures targeted specifically on populations struggling to find work — such as 
tax credits for hiring the long-term unemployed and returning veterans, and the Pathways 
Back to Work Fund that would expand job opportunities for low-income adults and 
youth. 

OVERVIEW OF UI PROVISIONS IN AMERICAN JOBS ACT OF 201 1 
The President’s proposal will, by the end of 2012, prevent 6 million Americans from 
losing access to the benefits they need to sustain their families while looking for work. In 
addition, the proposal provides states with options to implement UI reforms tied to 
reemployment by drawing on bipartisan ideas to address long-term unemployment in an 
aggressive, multi-pronged way. 

The American Jobs Act of 201 1 would extend the Emergency Unemployment 
Compensation (EUC) program and special provisions concerning the Extended Benefits 
(EB) program, programs that support the long-term unemployed, for one year. In 
addition, the Act will require states to provide Reemployment Services and 
Reemployment and Eligibility Assessments (RES/REA) to EUC recipients to speed their 
return to work. 

Further, the American Jobs Act of 201 1 establishes the “Reemployment NOW” program, 
providing $4 billion for states to implement innovative programs to help the long-term 
unemployed return to work. States will have flexibility to implement an array of 
innovative reemployment programs using their share of the funds, including: 


-> 
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• A Bridge to Work program to allow EUC recipients to connect with employers 
and obtain short-term work-based experience, thereby enhancing their long-term 
employment opportunities and allowing the long-term unemployed to maintain or 
update their skills; 

• Wage insurance to prov ide a w age subsidy to older EUC recipients who take jobs 
at a lower wage than was paid at their previous job; 

• Intensive reemployment sendees for current EUC recipients and long-term 
unemployed workers who have already received all EUC benefits to which they 
were entitled; 

• A Self-Employment Assistance program that enables EUC recipients to create 
their own jobs through entrepreneurship; and 

• Innovative programs designed by states to aid the reemployment of current EUC 
recipients and long-term unemployed workers who have already received all EUC 
benefits to which they were entitled. 

The American Jobs Act of 201 1 also promotes state adoption and expansion of short-time 
compensation (STC) programs, or work-sharing, which allows employers to avoid lay- 
offs by reducing hours for employees who then receive a pro-rata share of their weekly 
U1 benefit equal to the percentage by which their hours were reduced. 

Additional information about these proposals is provided below. 
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UI BENEFIT EXTENSION 

According to the President’s Council of Economic Advisers, about 40 million people 
received, or lived with a recipient of, EUC and EB benefits between December 2007 and 
October 2010. One-quarter of those people — 10.5 million -- were children. Without 
EUC and EB during the recession, the typical household receiving these benefits would 
have seen its income fall by about a third. The Bureau of the Census found that more 
than 3.2 million people would have slipped into poverty in the past year without having 
unemployment benefits. 

In August, there were approximately 6 million workers who were unemployed for more 
than six months -- over two-fifths of the nearly 14 million Americans who are 
unemployed. Extending UI is not only critical to ensuring that these Americans do not 
lose important benefits, but also to provide a boost to consumer spending and economic 
growth. According to the Congressional Budget Office, UI is one of the most effective 
ways to stimulate the economy because UI beneficiaries generally spend the entire 
benefit amount they receive and do so quickly, often at small businesses in their local 
communities. In fact, according to research conducted by 1MPAQ International (Vroman 
and Benus, “The Role of Unemployment Insurance as an Automatic Stabilizer During a 
Recession,’’ July 2010), during times of high unemployment, up to $2 of economic 
activity is generated by each $1 in UI benefit spending. 

The American Jobs Act of 201 1 would extend the EUC program for new claimants until 
January 3, 2013, with a final phase-out date for all claimants of June S. 2013. EUC 
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provides up to 53 weeks of benefits. This Act would also extend full federal funding of 
EB through January 4, 2012. EB provides up to 20 weeks of benefits in states with high 
unemployment. Without these extensions, the EUC program and these EB provisions 
will expire in early January 2012. The extension would prevent 6 million Americans 
next year from losing access to benefits while looking for work. 

REEMPLOYMENT SERVICES AND REEMPLOYMENT ELIGIBILITY 
ASSESSMENTS 

The American Jobs Act of 201 1 would require states to provide Reemploy ment Services 
(RES) and Reemployment and Eligibility Assessments (REAs) to EUC recipients who 
begin to receive EUC or w ho begin new tiers of EUC benefits. By combining RES 
services with Ul eligibility assessments, slates will be able to provide EUC recipients 
with an opportunity to meet face-to-face with staff in a One-Stop Career Center and 
receive services such as career counseling, labor market information, job search 
assistance, skills assessment, and support in developing a reemployment and work-search 
plan. REAs are also real-time, in-person reviews of an individual's eligibility for 
unemployment benefits so as to prevent improper payments. This combination of REA 
and RES is key to supporting reemployment while also maintaining program integrity. 
While RES/REAs arc provided to some regular UI claimants in most states, this Act 
would ensure the provision of RES/REAs to EUC recipients, w ho are long-term 
unemployed and in need of reemployment assistance. 
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Research has shown that providing both RES and REAs to UI claimants reduces U1 
duration and saves unemployment funds by helping claimants find jobs faster and 
eliminating payments to ineligible individuals. A recent study of the REA program by 
IMPAQ International found that the REA program is effective in producing savings for 
the Ul program. The study suggested that combining REA with RES into a seamless 
delivery system may achieve greater impacts than providing REA services alone, with 
referral to subsequent reemployment services. The results from the State of Nevada, 
which included a combined REA and reemployment services model, showed larger 
savings to the Unemployment Trust Fund than the results from the other states that did 
not combine these functions. Claimants who received REAs in Nevada received, on 
av erage, 2.96 fewer weeks of benefits than similar claimants, which translated to a 
reduction in benefit payouts of $805. 

Research found that individuals who receive critical core services such as job search 
assistance at earlier points of joblessness have measurably higher earnings than groups of 
individuals who receive such serv ices later in the process (Dolton and O'Neill, “The 
Long-Run Effects of Unemployment Insurance Monitoring and Work-Search Programs: 
Experimental Evidence from the United Kingdom,” Economic Journal, March 1996, pp. 
387-400). By improving the connections betw een assessment, servicers, and job 
placement, DOL estimates that this proposal would save approximately $1.6 to $3.0 
billion, more than offsetting the full government investment of $1 billion. It should be 
noted that all experimental and non-experimcntal research on the subject has concluded 
that REAs and RES reduce Ul duration. Estimates of reduction in Ul benefits range from 
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0.4 weeks to 1 .8 weeks (Poe-Yamagata, “Impact Of The Reemployment And Eligibility 
Assessment (REA) Initiative,” 2011; Almandsmith, “Evaluation of the Strengthening the 
Connections Between Unemployment Insurance and the One-Stop Delivery Systems 
Demonstration Project in Wisconsin,” 2006; Jacobson and Petta, “Measuring The Effect 
Of Public Labor Exchange (PLX),” 2000). The estimated cost savings noted above takes 
a middle estimate of 0.8 weeks to 1 .5 weeks. Together, reemployment services and UI 
eligibility assessments will help speed EUC recipients' return to work and help save trust 
fund dollars. 

REEMPLOYMENT NOW 

The Reemployment NOW initiative in the American Jobs Act of 201 1 is designed to 
introduce reemployment reforms to the UI program in order to limit the duration of 
benefits for EUC claimants by helping the long-term unemployed find suitable work. 
Under the program, $4 billion would be available for allotments to slates w ith approved 
state plans to carry out programs and strategies to assist long-term unemployed workers 
in obtaining reemployment. Fund allocations w ill be based on state shares of the long- 
term unemployed and include any reallocations from states that choose not to participate. 
The optional programs and strategies are described here in more depth. 

Bridee lo Work 

The Bridge to Work program borrows from and improves upon a number of promising 
aspects of Georgia Works and similar programs including WorkReady Missouri, Return 
to Work New Hampshire, and Opportunity North Carolina. Bridge to Work strengthens 
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the best features of these state programs while adding important worker protections. 

EUC recipients may receive temporary work-based experience that helps them maintain 
or learn new skills, and they get the chance to be considered for long-term employment. 
This program would work in tandem with the Administration's proposed hiring tax credit 
for the long-term unemployed of up to $4,000, which will provide employers additional 
incentive to offer permanent employment to program participants. 

Participation by employers and employees in a state’s Bridge to Work program would be 
voluntary and short-term — up to 38 hours per week for up to 8 weeks. This program 
ensures participants receive at least the minimum wage for the work they perform by 
providing "top off' payments, when necessary, to supplement the weekly EUC payment. 
Key worker protections -- including workers’ compensation coverage -- are mandatory, 
and the program is designed to ensure that current employees are not displaced or 
disadvantaged by an employer’s participation in the program. If an employer does not 
hire any Bridge to Work participants after 24 weeks of participation, that employer may 
no longer participate in the program. States may use their share of the Reemployment 
NOW funding to cover the additional costs of the program beyond the EUC benefits 
(such as administrative costs and top-off payments to ensure participants receive at least 
the minimum wage) — ensuring that states have the support they need to sustain these 
innovative programs. 
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Waee Insurance 

Particularly in the current economy, unemployed individuals have frequently been unable 
to find work that pays a wage commensurate with their previous wage, and this can be 
particularly disruptive for older workers. Wage insurance smoothes the transition to new 
employment for workers who have lost their jobs and have taken new work at lower 
wages; it temporarily supplements older workers' earnings by giving them a portion of 
the difference between their current and previous earnings. Particularly if that employee 
is taking an entry-level position in a different industry, the employee will then have the 
opportunity for future wage increases and the acquisition of new skills. At the same time, 
the proposal requires the employer to pay the same salary to participants as other 
employees in equivalent jobs. This is done to avoid depressing wages. Wage insurance 
is currently offered on a limited basis through the Alternative Trade Adjustment 
Assistance (ATAA) program. The Department of Labor’s most recent data shows that 89 
percent of w orkers who received wage insurance under the ATAA program had a job 
after completing the program, and 95 percent of those w orkers remained employed six 
months later. 

Under the Reemployment NOW proposal, states would be permitted to use some of their 
share of the $4 billion to design a program to provide wage insurance for up to two years 
for EUC recipients who are 50 or older. Older long-term unemploy ed workers have the 
longest duration of unemployment w ith a staggering 52 week average. They are also 
less likely to move or to accept jobs in new sectors and occupations. Participation would 
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be voluntary and limited to individuals earning no more than $50,000 per year in their 
new job. Participants would receive a wage insurance payment of up to 50 percent of the 
difference between the previous wage and the new wage, and the total of the payments 
received by any participant could not exceed a maximum amount established under the 
program by the state. To qualify, the worker would have to be employed on a full-time 
basis and not employed by the employer for whom the worker had last worked. 


Intensive Reemnlovment Services 

Provision of reemployment services is an essential strategy to help workers find jobs. 
Reemployment strategies that combine the use of quality labor market and career 
information, assessments of the individual's skills and skills gaps, and reemployment 
services that include job search assistance arc methods which have proven to reduce Ul 
duration by speeding the individual’s return to work, including during a recession. For 
this reason, the legislation provides states the option to use their share of the 
Reemployment NOW funding to provide a program of enhanced reemployment services 
to help EUC recipients and other long-term unemployed workers successfully return to 
work in good jobs. These innovative and more rigorous and intensive reemployment 
services may include assessments, counseling, case management, and services designed 
to enhance communication skills, interview' skills, and other skills necessary for obtaining 
reemployment. 
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Self-Employment Assistance 

To encourage entrepreneurship and enable unemployed workers to create their own jobs. 
Federal law currently permits states to operate self-employment assistance (SEA) 
programs. Under SEA, states may pay a self-employment allowance, in lieu of the 
regular Ul benefit, equivalent to the weekly Ul benefit to eligible jobless individuals 
while they are working full-time to establish businesses w ith the goal of becoming self- 
employed. Currently eight states operate SEA programs as part of their regular state Ul 
program. A very successful SEA program championed by Senator Wyden in Oregon 
since 1995 has shown positive effects. Reemployment NOW provides the opportunity 
for states to offer this self employment option to EUC recipients. 

There is evidence that self-employment is a viable reemployment strategy for some 
unemployed workers if they are provided the necessary supports and training. When 
claimants have Ul benefits and can devote their full-time attention to creating their 
business, they have greater success. In addition, supporting small business development 
has the potential to create additional new jobs. 

A 2001 comprehensive assessment of SEA programs (Kosanavich and Fleck, 
“Comprehensive Assessment of Self Employment Assistance Programs,” Employment 
and Training Administration Occasional Paper. 2002-01 ) indicates that participation in 
the SEA program is an important predictor of which individuals will eventually take steps 
to become self-employed; those who received SEA training were nearly 19 times more 
likely to have been self-employed than those who were not enrolled in the program. Data 
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also indicates that participation in an SEA program generally has a positive impact on the 
earnings ol’an individual after initially filing a claim for unemployment, even ii'the 
individual subsequently obtains employment rather than becoming self-employed. The 
2001 study found that earnings generally increased over time. 

Information we have received indicates that SEA is effective in helping UI claimants 
become self-employed and, as their businesses grow, providing employment 
opportunities for other workers. For example, in Oregon, surveys have shown success 
and satisfaction with the SEA program. In 201 1, approximately 70 percent of survey 
respondents indicated that they were able to launch a business after participating in the 
SEA program. Of the individuals who were able to launch a business, 43 percent 
indicated that their business was in an “emerging” stage and 23 percent indicated that 
their business was at "full function.” Furthermore, about 15 percent of respondents 
indicated that they have hired full-time employees; about 8 percent indicated they have 
part-time employees; and 8 percent indicated that they have occasional employees.' One 
employer has 28 full-time employees. 

Building on that evidence, Reemployment NOW will permit states to establish SEA 
programs for EUC recipients enabling them to continue to receive benefits for up to 26 
weeks while working to start their own businesses. States will need to partner with Small 
Business Administration centers locally to support entrepreneurial training, to provide 
mentoring for participants, and to provide access to other small business development 

1 These two groups are no! separate, thus some respondents may have both full-time and part-time 
employees. 
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resources. Under the proposal. EUC recipients would be allowed to resume receipt of 
EUC if they choose to end participation in SEA, which would make it more attractive for 
claimants to take the risk of trying to establish their own businesses. 

Additional Innovative Stale Programs 

While all of the strategies described above will help the long-term unemployed find jobs, 
states may have ideas about other innovative approaches. To support state creativity and 
flexibility, upon approval from the Secretary of Labor states will be permitted to use their 
share of the $4 billion Reemployment NOW funds to implement their own innovative 
reemployment strategies for the long-term unemployed. These strategies must meet a 
few key requirements. To be eligible, the strategies must directly benefit EUC recipients 
or other long-term unemployed workers either as a benefit paid or service provided, and 
may not reduce the duration or amount of compensation to which the EUC recipients 
would otherwise be eligible. In addition, states may not reduce the duration or benefit 
amount or eligibility for regular UI or EB. Further, the strategy' may not result in 
displacement of workers. 

SHORT-TIME COMPENSATION 

The American Jobs Act of 201 1 also includes a set of proposals designed to promote state 
implementation of short-time compensation programs, also known as work sharing. 

Work sharing is a job retention strategy that encourages employers to reduce employees' 
work hours in lieu of laying off employees. The employees then receive a percentage of 
their weekly UI benefit amount commensurate w ith the percentage by w hich their work 
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week has been reduced. For example, if an employer reduces employees’ work hours by 
20 percent, those employees will then be eligible for 20 percent of the full weekly UI 
benefit amount they would have received had they been laid off. 

STC is a win-win proposition for both workers and employers. By receiving a partial UI 
benefit payment, the effect of the reduction in wages is mitigated. In addition the 
reduction in income is generally much less than it would be if the individual were totally 
unemployed and received a full weekly UI payment. By remaining employed, rather than 
laid off, w orkers don’t lose their skills and have a higher likelihood of regaining their 
prior income when the economy improves and their employers have a greater need for 
their services. Employers benefit because they are able to maintain a skilled workforce 
and avoid the costs associated with retraining returning workers or hiring and training 
new w orkers should the laid-off workers find other jobs. There are 24 states currently 
running STC programs. Further, to encourage states to try STC, this act would establish 
a two-year Federal STC program that states would administer. Finally, to support states 
that operate STC programs under their ow n laws, up to three years of Federal funding of 
STC benefits would be available. 

UI SOLVENCY 

Sustaining a viable UI program urgently requires trust fund solvency reforms. With 
sustained high unemployment and UI claims for over three years, many states have 
depleted the funds in their accounts in the Unemployment Trust Fund and have had to 
take repayable, interest bearing advances (loans). Thirty-Six states have received 


14 



32 


advances since the beginning of the recent recession, of which 16 states received 
advances in September and 28 states have outstanding advances. The advances provided 
during the last two years peaked at just over S48.5 billion in April 2011. The sizes of 
these advances reflect both the severity of the dow nturn and the fact that many states 
have chronically underfunded their U1 systems. A number of states now have little 
prospect of paying back those advances any time in the foreseeable future. In fact, 
without intervention, it will take many states over a decade to pay off their advances -- 
and that assumes no intervening economic downturn. Furthermore, continued use of 
advances could lead to a decrease in the capacity of the UI program to provide economic 
stabilization UI tax increases needed to restore unemployment fund solvency are often 
paired with reductions in benefits, with the combined reduction in economic stimulus. 

In addition to the American Jobs Act of 201 1, the President’s plan recommended to the 
Joint Committee on Deficit Reduction includes a proposal designed to provide employers 
and slates with short-term relief while also improving the long-term solvency of state UI 
trust funds. These proposals were also included in the President’s FY 2012 budget. 

Two immediate challenges for both states and employers associated with this 
unprecedented use of advances. First, interest due on the advances must come from 
sources other than the state’s account in the Unemployment Trust Fund. Second, Federal 
Unemployment Tax Act (FUTA) tax credits are scheduled to be reduced for states with 
advances outstanding for two years or more. The President’s plan would grant states 
with outstanding advances an additional two years during which interest would not 
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accrue and interest payments would not be made. The President's plan would also 
eliminate these FUTA credit reductions for taxable years 201 1 and 2012. These short- 
term proposals will provide immediate relief to employers and states in support of 
economic recovery. 

While the extraordinary depth and longevity of the recent recession is the significant 
cause for current state insolvency, insufficient planning and forward funding is also 
important factor in many states. States are given the flexibility' to set benefit levels, and 
they should adopt a responsible tax structure to match. The last time that the FUTA wage 
base -- the minimum wage base that states can subject to UI taxes -- increased was under 
President Reagan in 1983, when it was set at S7,000; this increase reflected similar 
circumstances to the ones we face today. As a way to restore solvency to state UI 
systems, the Administration’s proposal would raise the wage base to SI 5,000 (indexed 
thereafter to wage growth), simply restoring the wage base to near the same real level as 
that set under President Reagan -- and would do so in 2014, by which point the economy 
should be stronger. 

Importantly, this plan would not increase “regular” federal UI taxes. The regular federal 
rate would be reduced when the tax base increases in 2014 so that employers’ regular 
federal UI taxes are held roughly constant. And, states are given a choice. While states 
will have to set a wage base at least equal to the new' federal level by 20 1 4 in order to 
retain the full FUTA credit, they too could choose to reduce their tax rates in response to 
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this increase in the base. However, we expect states to take the opportunity to realign 
their Ul systems, restore responsibility, and markedly improve their solvency. 

Ul INTEGRITY EFFORTS 

While the Administration supports a Ul benefit extension, we are working very hard, in 
partnership with the states, to make sure that only those who are entitled to receive 
benefits do so. As a result, over the past year the Department of Labor has dramatically 
accelerated its work with states to address Ul improper payments and is currently 
implementing a wide array of strategies, in partnership with states, to better prevent, 
detect, and recover improper payments and improve the integrity of the Ul program. 

Last month, the Department announced that 40 stales, the District of Columbia, and 
Puerto Rico, received more than $191 million to implement these and other 
unemployment insurance program integrity technology infrastructure systems. In 
addition, the Department announced the selection of six “High Priority” states with a high 
percentage of improper Ul benefit payments over a prolonged period to receive 
customized technical assistance in reducing their rate. The Department also unveiled a 
new web-site that displays state-by-state improper payment data and provides progress 
reports on strategies states are implementing to address improper payments. 

Examples of Ul program integrity strategies include: ( I ) preventing claimants from 
continuing to claim benefits after they return to work through states’ use of the National 
Directory of New Hires (NDNH); (2) getting more timely and accurate separation 


17 



35 


information from employers or their representatives through use of the State Information 
Data Exchange System (SIDES), an automated separation information exchange; (3) 
recovering outstanding overpayments by intercepting Federal income tax refunds using 
the U.S. Department of the Treasury ’s Treasury Offset Program (TOP); (4) providing 
aggressive intensive technical assistance for states with particular focus on states that 
impact the overall UI improper payment rate the most and states that are struggling the 
most to reduce improper payment rates; and (5) proposing the Unemployment 
Compensation Program Integrity Act of 201 1. Major portions of our Integrity Act are 
included in H.R. 2832, the trade legislation currently pending before the Congress, and 
when enacted, will require states to impose 1 5 percent penalty on benefit overpay ments 
due to fraud; prohibit states from non-charging overpay ments due to employer fault if 
there is a pattern of failure to provide timely and adequate information to the slate 
agency; and require employ ers to report rehire of individuals separated for at least 60 
days to the National Directory of New Hires. We look forward to these provisions 
becoming law. 

CONCLUSION 

As President Obama emphasized in his speech to Congress last month, the American Jobs 
Act of 201 1 is important legislation that must be passed now to get Americans back to 
work. The UI provisions that I’ve briefly discussed today are essential elements designed 
to support the long-term unemploy ed and promote innovative strategies that will help 
them get jobs and promote employer hiring of the long term unemployed. I appreciate 
the opportunity to talk to you today about them, and look forward to continuing to work 
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with the subcommittee on ways to help unemployed workers and to improve the UI 
program. I will gladly answer any questions you have. 
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Chairman DAVIS. Thank you very much, Ms. Oates. I will go 
ahead with the first question. 

According to the Administration’s most recent projections in the 
fiscal year 2012 mid-session review released in September, to 
quote, “The unemployment rate is projected to fall, but it is not 
projected to fall below 6.0 percent until 2016.” For reference, in 
2008, our national unemployment rate hit a low of 4.9 percent. 

Now, the Administration also projects that at this time next year 
the national unemployment rate will still be at 8.2 percent, which 
is, I think we would agree, unacceptably high. Yet, when we look 
at the proposals before us from the President, they generally pro- 
pose help for the long-term unemployed through the end of 2012. 

Now the question. Does this mean that if we pass the proposed 
tenth extension of UI benefits now, that a year from now will you 
be back asking for an eleventh extension of federal UI benefits, and 
another infusion of one-time short-term stimulus funds to “create 
jobs”? 

Ms. OATES. Mr. Chairman, I think that is a fair question, but 
I don’t have a crystal ball, with great respect. I think our hopes are 
that the proposals that we are putting forward here will reduce the 
number of people continuing into long-term unemployment, will ac- 
celerate people getting back to work, particularly when you look at 
the re-employment services that we are asking for, and the assess- 
ments. 

We think that a number of people in your state and in every 
state across the country have been put out of work in a sector 
where there are no longer jobs for them. So we are hoping that 
these initiatives that we are proposing — and we will work with you 
on trying to enact many, all, or some of them — we think it will 
change the direction of people. 

We certainly think that something like the Recovery Act, while 
some people say it wasn’t effective — I mean we can certainly look 
at things like the state sustainability funds, which eliminated the 
need to lay off workers in 2009 and 2010 from states and municipal 
areas, and the resurgence of the auto industry. Likewise, I think 
this proposal will have real benefits. Do I think it is perfect? No, 
sir. I wouldn’t say that to you. But I think together we can make 
it even better than it is now, and I look forward to working with 
you on that. 

Chairman DAVIS. Okay. Well, we have a mutual concern. There 
are a couple of generations of statistical data that would suggest 
that when people pass that two-year mark being unemployed, that 
it is very rare that they re-employ. And the question that we have 
tried to deal with over the course of this year is looking at ways 
to encourage working — especially with states, empowering front- 
line service providers — to get them to work as quickly as possible, 
so there is not a lag time that moves them away from the work- 
force. 

Regardless of the issues surrounding that and the unique issues 
that Senator Wyden commented on — I certainly think he brought 
up some very creative ideas. We had a discussion on creative ideas 
that was very well received by the states that were a little bit dif- 
ferent from this. 
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But I guess a final question would be why doesn’t your proposal 
include permanent reforms to the UI program, so that we always 
do a better job helping the recipients to work from the first week 
of collecting benefits, instead of engaging largely after they have 
been unemployed for six months? 

Ms. OATES. Well, I think, Mr. Chairman, you and I have had 
discussions about the fact that there is a real need to work with 
this Committee and the other chamber to look at long-term UI re- 
form. Some of the things that we would like to do, in terms of sol- 
vency and improper payments, we are initiating as much as we can 
without statutory change. 

But I think that what we are hoping is 

Chairman DAVIS. Just to intercede, had we gotten our JOBS Act 
passed, you would have had the statutory authority to deal with 
the data exchange and issues there. Go ahead. 

Ms. OATES. We appreciate that. But we want you to know that 
we are hoping that some of the ideas that we are proposing in this 
act, they contain an element that has been missing when states try 
to do this ad hoc on their own, and that is a strong evaluation 
piece. We are committed to you — to evaluating anything that you 
give us the permission to do, so that a year from now, if you are 
choosing to look at long-term underlying UI reform, we will have 
real data, not anecdotal, not guesses, not political spin. We will 
have data to share with you about what the promising ideas were 
that really did make a difference in getting people back to work. 

Chairman DAVIS. Okay, thank you very much. I yield now five 
minutes to the gentleman from Texas, the distinguished ranking 
member, Mr. Doggett. 

Mr. DOGGETT. I thank the gentleman and the Secretary for her 
service. 

With reference to the JOBS Act, my recollection is that the bill, 
though strongly urged in Committee and strongly opposed by me 
and others in Committee, was never brought by the House leader- 
ship to the House floor so that anything could be done on it. I am 
thankful that it wasn’t, because I think the unemployed need the 
assistance more in my state than Governor Perry needs their 
money to pay off state bonds. 

But to focus, Madam Secretary, on your testimony, what do you 
believe the economic impact will be if we allow two million people 
to begin losing their Federal unemployment insurance benefits in 
February, and a total of six million to lose their benefits, as you 
have testified, over the course of the next year? 

Ms. OATES. Congressman, I think one word would sum it up. It 
would be “catastrophic.” We would not only be pushing people into 
much more expensive safety net programs, but many of them 
would be entering programs like long-term disability that would be 
a mortgage that our country would have for decades to come. 

I think that the American people want to go to work. But when 
pushed to the wall, they are going to do what they have to do to 
support themselves, to keep a roof over their head and their fami- 
lies’. 

So I think that we have already seen a disturbing growth in 
long-term unemployment numbers. And I think that unless we give 
people real options, real job options so that they can support them- 
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selves, they are going to find another way to do it. I mean I do be- 
lieve that we can reform our programs, but job creation is what we 
have to be about. There are 16 million unemployed people today, 
almost another 7 million working part-time that would like to work 
full-time. And by the best estimates, there is a little bit over three 
million jobs. That math doesn’t add up. 

So, I really hope that, you know, we don’t look at that — we don’t 
deny 6 million people in 2012 their benefits. 

Mr. DOGGETT. And, really, if you look back over the decades 
through Republican administrations and Democratic administra- 
tions, when we have hit unemployment levels that are as high as 
they are today, have there usually been bipartisan efforts to extend 
unemployment benefits under that circumstance? 

Ms. OATES. Yes, sir. Looking at the history, the last time unem- 
ployment — long-term federally-supported unemployment benefits 
were eliminated [sic], the unemployment rate was about 7.2 per- 
cent. There has never been a time in history when Congress has 
not included extensions when the unemployment rate was at nine 
percent. 

Mr. DOGGETT. And I know, as I said in my opening statement, 
there are those who want to blame the unemployed for unemploy- 
ment. But aren’t we in a circumstance today where there are more 
than four unemployed Americans available for every job opening? 

Ms. OATES. Yes, sir. And that is the national average. In some 
areas, even those areas represented on this committee, that num- 
ber has doubled. 

Mr. DOGGETT. And in that circumstance, what will be the effect 
if the effort last week by Republicans on the House Appropriations 
Committee to slash the Workforce Investment Act by 75 percent — 
almost eliminate it — what will the effect be on employment serv- 
ices, on job training, and opportunities for those unemployed indi- 
viduals to find the work that they want? 

Ms. OATES. Well, I would love to give you a direct answer to 
that, sir. But clearly, the way the bill is written with changing pro- 
gram year to fiscal year in some parts of the bill and not others, 
make it almost impossible to give you an accurate answer. But at 
the minimum, it would cut our services at least by 50 percent, and 
perhaps up to 90 percent in some programs. 

What would that mean in Texas? It would probably mean that 
Larry Temple, your director of workforce programs, would probably 
have to close 80 percent of the one-stops. 

Mr. DOGGETT. That 

Ms. OATES. Eighty percent. 

Mr. DOGGETT. That doesn’t seem to me to be a very creative 
way to address this problem. 

I do have some concerns about the Bridge to Work model that 
copies Georgia Works. I like the sound and theory of the program. 
But at least one analysis I have seen shows that after a couple of 
months of providing employers free work, only about 10 percent of 
those workers find permanent employment. Is that the record? 

And is there anything you do in the Bridge to Work proposal to 
try to ensure that we get better worker placement after providing 
weeks of free labor? 
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Ms. OATES. First of all, the Georgia Works program and the 
other programs in Missouri and North Carolina, in New Hamp- 
shire, don’t use UI money. So therefore, we don’t have a lot of accu- 
rate data on them. What we can tell you in studies that we have 
done, that people who do active work search actually have done 
twice as well in getting placed in jobs. 

So, when we proposed this as an option — because we fully recog- 
nize that some people are sending out hundreds of resumes and not 
getting one interview — we hear that desperation whenever Sec- 
retary Solis and I travel individually or together — we think that 
some people really would like a chance to show what they have, 
what their worth is to an employer. 

So, in addition to giving them this opportunity, we would first ex- 
haust the resources of the Wagner-Peyser system and the employ- 
ment service system by making sure they get an accurate assess- 
ment, they get face-to-face attention from someone so that they 
know that they are doing — they are getting the best, in terms of 
workforce — work search information. 

I think that by beefing up the basics, the work search, the job 
counseling, the labor market information, and adding other options, 
we are responding to good ideas from around the country. So I 
think the pairing of them may give us the best options. 

Mr. DOGGETT. Thank you. 

Chairman DAVIS. Great. Thank you very much. The gentleman’s 
time has expired. The chair recognizes Mr. Paulsen from Minnesota 
for five minutes. 

Mr. PAULSEN. Thank you. 

Ms. OATES. Good morning. 

Mr. PAULSEN. And, Madam Secretary, thanks for being here 
this morning. And, first of all, thanks for your comments at the end 
of your testimony, just saying that this is, from your view, the be- 
ginning of a discussion and wanting to work to find common 
ground on some significant challenges before us. And I think, as 
the chairman had mentioned, some proposals had already passed 
out of this subcommittee or out of the Ways and Means Committee. 

So my understanding now is that the President’s latest plan now 
that is before us — and some of the folks in the administration, by 
the way, are saying, “Look, you need to vote on this plan as it is, 
there is not room for modifications,” that is why I really appreciate 
your comments here today — but this is the latest plan now that es- 
sentially will extend UI benefits for the tenth time for up to 99 
weeks, for 1 more year, it will cost about $44 billion, and there is 
another $10 billion or so in some other sort of one-time stimulus- 
like programs that would also go into the deficit. 

But I want to go back to some of the testimony that was received 
back in March from the inspector general at the Department of 
Labor. And at that time the testimony was centered around report- 
ing an 11.2 percent improper payment rate for unemployment in- 
surance benefits. And that represents about $16.5 billion in over- 
payments, about $936 million in underpayments. And I think one 
of the issues that the inspector general rose was that the unem- 
ployment improper payment reduction plan did not include specific 
targets for preventing these improper payments, or details on how 
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to meet certain targets, both for the Department of Labor and for 
the states. 

And they also mentioned, “As we previously recommended, the 
Department and states must identify these strategies to maximize 
opportunities here, especially maximizing the use of the national 
directory.” 

And I guess just in summary, so knowing that $17 billion in 
overpayments or improper payments have been made, which is a 
record high, and the inspector general has essentially come out and 
said, “Look, the Department of Labor and the states have not iden- 
tified the strategies that are necessary to target these improper 
payments,” and now we are being asked to sort of move forward 
another $50 billion or so on unemployment benefits and services, 
at this 11.2 percent error rate, does that mean we’re going to have 
another $5 billion that is going to be spent improperly? I mean is 
the math correct? 

Ms. OATES. Well, all your numbers are correct, Congressman. 
Let me tell you that we have a very aggressive plan with the states 
to try to work on this number quickly. 

It is very difficult to do anything quickly in the UI system be- 
cause of the data lag time. But I think we have given you some 
materials, and we are happy to give you more about what we are 
doing. 

Number one, we have set targets now with the states. Each state 
has an inter-agency team, because in the variety of states there are 
a variety of people who touch UI, whether through re-employment 
or direct benefit services. We have brought the 11 largest states to- 
gether to work in a cohort, not because their rates are the worst, 
but because their numbers are so large that they can help us drive 
the number down. 

We have put a new website up so that there is complete trans- 
parency about both the number and the dollar amount that each 
state is paying in improper payments. We have given states $191 
million in money that we have cobbled together, so that they can 
advance their use of the program or their use of the national data- 
base of new hires. 

We have identified for each state in a pie chart that I think we 
provided to each of you what their root causes were, so that they 
could work with us on getting down the root causes, whether it is 
separation issues, where employers aren’t timely in their — getting 
back to the state about the reason for separation, or whether it is 
someone continuing to collect after they have gotten a job. 

I think we have put together — and lastly, we have actually iden- 
tified 6 states that have rates over 10 percent, and are giving them 
targeted technical assistance to get their rates down. 

This is a partnership program with the states, and in — you are 
going to hear from a state director on the next panel, and I know 
she will be able to make this case much more accurately than I. 

But I don’t think any of us really understand what the unem- 
ployment numbers have done to state workforce people. I mean 
they have been inundated with requests. And I would venture that 
every state has shifted people from the kinds of integrity issues 
that we all care about and they care about into making sure people 
get their check in a timely manner. I hope that, as the rates come 
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down a little bit in states, they will be able to shift those employees 
back to integrity issues. 

Mr. PAULSEN. Yes. Well, and thank you for that. And I know 
Congress, obviously, is looking to save and make sure that every 
amount of waste, fraud, and abuse is not there. 

And what suggestion would you have to make sure that we, as 
Congress, is making sure the Department and the administration 
and the states are held accountable for making sure we are not 
going to have an 11 percent improper payment rate? Because that 
is a huge amount of money that is going out the door. 

Ms. OATES. Absolutely. It is unacceptable, Congressman. And I 
would say to you for the length of my time that I have in the future 
in this office, hold my feet to the fire. You know, call me up to your 
office, get your staff on the phone. We will have quarterly results. 
And if we are not showing progress, you need to help me and give 
me more ideas. 

We have put together a plan that has literally taxed my UI staff 
in the national office and the regional offices, and they are enthu- 
siastically embracing the extra workload. But I am open to new 
ideas, ideas that you might have. You may have things from your 
state and your state administrator — you know we work very closely 
with the states, there is not an administrator that I don’t know 
personally — and we work closely with NASWA. We have no pride 
of authorship on what we have done. We are willing to try these 
out. If this doesn’t get us where we are, if we need to add new 
measures, please be open and tell us. 

So we look forward to working with you on this. I do not want 
to leave this position with the improper payment rate where it is 
now. I would like it well below 10 percent. 

Chairman DAVIS. Thank you. The gentleman’s time has expired. 
Mr. Berg is recognized for five minutes. 

Mr. BERG. Thank you, Mr. Chairman. Thank you, Secretary. 

Ms. OATES. Good morning. 

Mr. BERG. I — you know, maybe I am looking at this very simply, 
but one of my frustrations is this is the tenth time we have ex- 
tended this, all right? And since the major stimulus package, noth- 
ing has changed. 

I mean you talk about this money going in the economy and 
stimulating spending, but we really haven’t seen that happen. We 
are still at nine percent. The economy is bleak. I mean I agree that 
it is about jobs. But I also am concerned that we don’t have any- 
thing innovative, anything that is changing. We are just doing the 
same thing. 

And so, you mentioned earlier that there is 16 million unem- 
ployed people. 

Ms. OATES. Yes, sir. 

Mr. BERG. And there is about three million jobs. I guess my first 
question is it seems to me that we ought to be doing everything we 
can in this program to fill those three million jobs with the people 
that are unemployed. That should be our number one focus. 

My other frustration — and this is just kind of the big picture — 
is everything is temporary. This temporary nature does not provide 
the security and the stability that people need, either those that 
are unemployed, or that our economy needs. 
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And, you know, obviously I have said this several times in our 
state is, you know, we are at 3.5 percent in North Dakota. We 
didn’t have a jobs bill in North Dakota, and we understand there 
that government doesn’t create jobs, the private sector creates jobs. 
And so we need to create an environment that encourages that to 
happen. And we need to create a system here that recognizes that 
and works with that private sector to encourage hiring and to fill 
those jobs and fill that capacity. 

I mean there is a couple stories today in the press back home 
that are really disheartening, people that have lost their businesses 
in other states that have come to North Dakota, living in trailers, 
trying to pull things together, and there is a lot of optimism in 
those people. But the sad thing is this dead economy, they are 
never going to be able to recover from that. They have lost their 
businesses, they have lost their homes, and they are starting over 
at 60 years old. 

And so, again, this whole thing — I think we need to get back to 
the focus of trying to create those jobs. And I am a strong believer 
that these solutions are not going to come from us in Washington. 
These solutions are going to come from the states. 

And so, one of the core things that I want to talk to you about 
is we have a federal waiver, if I understand it correctly, at the fed- 
eral point. But we don’t have the waiver at the state. And so the — 
you know, I guess maybe if you could, just explain to me the fed- 
eral waiver process that we have. 

Ms. OATES. Well, under the unemployment insurance program 
we have no waiver authority. Under the Workforce Investment Act, 
which is the subject of another committee, we have more liberal 
waiver authority in many areas, and North Dakota is a recipient 
of many of those waivers under the Workforce Investment Act pro- 
gram. 

But you know, we do not — you haven’t given us statutory author- 
ity to waive anything in the unemployment insurance program. 

Mr. BERG. Is that something that has been asked for in the 
President’s bill? 

Ms. OATES. No. 

Mr. BERG. Would that 

Ms. OATES. We haven’t done, really, anything to the underlying 
Unemployment Insurance laws in this bill. As you say, these are 
temporary programs. 

But I think while your state has the blessing of great natural re- 
sources, it has done, really, a lot of things right. I mean you were 
able to come back from Mother Nature’s natural disasters and 
floods this year in a much stronger way than anybody — than many 
of your other neighboring states were able to do so quickly. So, you 
are doing a lot of things right. 

But one of the things the President’s bill does, sir, is recognize 
the fact that we don’t know everything in Washington, and it gives 
states a menu of options so that they can figure out whether wage 
insurance is right for them, whether, you know, self-employment 
assistance, that program is right for them, or whether they just 
want to build up their REA and RES programs. 

So, I think we are on the same page there. We may have dif- 
ferences in other areas, but I think we definitely agree with you 
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that states know better about how to build their own local econ- 
omy, how to respond to their employers, and we give them a menu 
of options. 

Mr. BERG. I understand the rhetoric, but I don’t see the action. 
And so I guess I would just challenge you to, as we are looking at 
this, and as we are debating this, that we look for those areas of 
waivers and flexibility within UI, both at the federal level and the 
state, to kind of move that forward. 

Ms. OATES. Happy to work with you on that, sir. I am not a 
rhetoric person, I am an action person. Thank you. 

Mr. BERG. Thank you. I yield back. 

Chairman DAVIS. Thank you. The chair recognizes Mr. Crowley 
for five minutes. 

Mr. CROWLEY. Thank you, Madam. Thank you Mr. Chair 

Ms. OATES. Good morning. 

Mr. CROWLEY [continuing]. And thank you, Madam Secretary. 
Rhetoric has its place, so 

Ms. OATES. You must have been a preacher in a former life. 

Mr. CROWLEY. Boy, I wish we all were North Dakota, I wish 
we all had a 3.5 percent unemployment rate. And unfortunately, in 
New York, it is, as Mr. Reed knows, it is at eight percent, if not 
higher. And so I appreciate my colleague’s remarks, but also note 
that other states are even at higher levels than New York, in terms 
of unemployment. In fact, we feel kind of lucky that we are only 
at eight percent when we look at other states. 

The — what I would remind my colleagues is that this portion, the 
UI benefit extension, is part of — part and parcel of — the President’s 
overall jobs creator, jobs bill creating jobs. And I say it is a part 
of it. It is not a small part, and not an insignificant part. 

People who receive unemployment, Madam Secretary, they have 
to be engaged in trying to find employment. Is that not correct? 

Ms. OATES. That is correct, sir. That is the work search piece 
of every state law. 

Mr. CROWLEY. So these folks aren’t sitting home and just col- 
lecting a check. They have to be out looking for work, looking for 
a job. Right? 

Ms. OATES. That is correct. 

Mr. CROWLEY. The most a person in New York State can re- 
ceive is $405 per week. Now, just a little calculating, that is $1,620 
per month. 

Now, we have gotten, I think, past the folks who were steered 
into improper mortgages. Most of those mortgages have been 
worked out. But now you are really delving into folks who have 
been, unfortunately, at — not due to their own malfeasance, but now 
find themselves chronically out of work. For many people half a 
year, for others a full year, a year-and-a-half. Is that not true? 

Ms. OATES. Actually, 46 percent of all the unemployed have 
been unemployed more than 26 weeks. 

Mr. CROWLEY. Now, I am just going to look at a mortgage not 
that one would have today, I’m just going — a homeowner. Someone 
who may have, a number of years ago, had a 5.8 percent mortgage 
rate, which was reasonable not even 10 years ago, 30-year fixed 
mortgage, it comes to about $2,100 per month, just to pay the 
mortgage. Now, at $1,620 per month in New York — and that is for 
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a $350,000 home, which, just to clarify for folks, when my father 
was a New York City detective in 1964, the home that he pur- 
chased in Woodside, Queens, was for $24,250, 3 bedroom, 1 bath. 
Today the City of New York says that house, for tax purposes, is 
worth over a half-a-million dollars. That’s on a detective salary, 
New York City police officer’s salary. 

Now, I am even coming down from that. $350,000, they are al- 
ready into this house now for about 10 years. They have been pay- 
ing $2,100 a month for 10 years. Now they don’t have a job, they 
are out of work. These are hard-working folks who were working 
all their lives, continue — they want to be — they want to play by the 
rules. They have played by the rules. They are continually looking 
for work, and they can’t find it. And they are barely holding on to 
their home if they are getting that $1,620, not to mention food, not 
to mention gas, not to mention possibly tuition, not to mention any 
extra-curricular activities for their children, utilities. Is that not 
correct? 

Ms. OATES. Absolutely, sir. 

Mr. CROWLEY. So, the giveaway of $1,620 per month barely, if 
they are lucky, can keep them in their home. Is that not correct? 

Ms. OATES. That is correct. And don’t forget, sir, they pay taxes 
on that $1,600. 

Mr. CROWLEY. Pay taxes on that. So 

Ms. OATES. So they don’t get the whole thing. 

Mr. CROWLEY [continuing]. One more last point. These folks 
are actively out looking for work. Is that — as we said before, cor- 
rect? 

Ms. OATES. In order to be eligible, yes, sir. They have to 

Mr. CROWLEY. They are not really — they can’t be down on Wall 
Street protesting, can they? 

Ms. OATES. I don’t think so, sir. 

Mr. CROWLEY. No. So 

Ms. OATES. I don’t think they have the money to take the 
Metro. 

Mr. CROWLEY. So what I would suggest to all my colleagues, 
they are not down on Wall Street, protesting, or anywhere in this 
country protesting, because they are too busy out looking for work. 

Deny them unemployment insurance, deny them that, maybe 
deny their ability to keep their home and pay for their kids to grow 
up properly, you are going to find them — these are not just a rabble 
who are down at Wall Street, these are not just professional 
protestors. You take unemployment away, and see what happens. 
That is not a threat, it is just a reality, that people lose all hope. 
And I would just suggest that. 

The Hoover Dam, the Triborough — now the Robert F. Kennedy 
Bridge, the interstate highway system was built, not by private in- 
dustry — they may have built it, but contracted out with the assist- 
ance of government. 

And a great portion of what the President is talking about is not 
just unemployment — this is part of it — but he is talking about in- 
vestment in infrastructure, he is talking about helping create em- 
ployment so that we can help people help themselves and keep 
their homes. And I would just remind all my colleagues of that 
point, and I yield back. Thank you. 
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Chairman DAVIS. The gentleman’s time has expired. Mr. Reed 
from New York is recognized for five minutes. 

Mr. REED. Thank you, Chairman. Madam Secretary, I appre- 
ciate you being here today. 

I just wanted to follow up on a piece of your testimony that you 
gave to Mr. Doggett. You said that cutting off unemployment insur- 
ance would lead to catastrophic situation. 

Ms. OATES. Yes, sir. 

Mr. REED. And in that response you said that the people that 
would be denied benefits would move to long-term disability status. 
What do you mean? Why would they be going to long-term dis- 
ability status? 

Ms. OATES. Well, sir, if you look — and I would be happy to get 
the numbers for your staff — if you look at the increase to people 
who are considered long-term disabled, permanently disabled, the 
number has almost doubled during the recession. And I think 

Mr. REED. Is that because there is more disability out there, or 
they are just applying for whatever benefits, even though they may 
not be entitled to them? 

I don’t see a growing populous of disabled Americans in my dis- 
trict or around the country. And yet you are telling me, from your 
perspective, what people are going to do is move to disability sta- 
tus. 

Ms. OATES. Well, it is 

Mr. REED. Has their disability status changed, physically? 

Ms. OATES. If I might, sir 

Mr. REED. Yes. 

Ms. OATES [continuing]. I would propose — and I would certainly 
be open to what you have seen in your population — I think many 
people work 40 hours a week who could be claimed as long-term 
disabled because of long-term illnesses, because of permanent dis- 
abilities that they have, but they are able to work. But if they can’t 
find a job, and they can’t feed themselves and their families, what 
other option do they have? 

Mr. REED. Well, and that — see, and that is what I am trying to 
get to, your mind set. Because when I go back to my district and 
I talk to my farmers and I talk to folks, they say, “We can’t find 
people to come work.” Yet in some of these counties we are at 9 
percent, 10 percent unemployment. 

Why do you believe that people will choose to do inappropriate 
things in order to put a roof over their heads, as opposed to, in my 
opinion, do what is right, and maybe go to work on a farm or in 
an under-employed status in order to get off the unemployment 
roll? Why do you automatically assume that they are going to move 
to long-term disability, when they are not disabled, as your testi- 
mony suggests to me? Why do you assume that, from the adminis- 
trative — 

Ms. OATES. I didn’t — I don’t think I am assuming that they are 
doing anything inappropriate. I said that there are people who 
have disabilities, but have chosen to work. And in a place where 
they can’t find work, what other option do they have? 

In terms of farm work and temporary seasonal work, I think we 
have done a much better job working with states to advertise those 
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jobs. Quite frankly, I don’t think people knew that those jobs ex- 
isted. They didn’t know what they were 

Mr. REED. We would love to work with you to publicize that, so 
we definitely will reach out to you. 

Ms. OATES. Absolutely. 

Mr. REED. I really want to focus — my heart of my questioning 
this morning is I am greatly concerned how we are paying for all 
this. Because when I went back — and this is a whole new area for 
me, okay, so bear with me, maybe I am misunderstanding the pro- 
gram, but in New York State the loans that were advanced to the 
state came due, and the governor had no choice but to put a sur- 
charge on the employees. And as I went back to my district in Au- 
gust, I think it was $27 per employee. And a lot of my small busi- 
ness owners were saying, “Tom, I am in dire straits.” 

I ran four small businesses. When you impact a business on an 
unforseen bill that impacts cash flow to the extent that some of 
these small business owners were receiving because they got a let- 
ter from the state saying that they owed this surcharge on their 
employee to pay back the loans that were advanced to the state, 
that is crippling them. They literally told me to my face that they 
were choosing between paying this bill for their unemployment sur- 
charge or investing and hiring new people. 

So how do you reconcile — how are we going to pay for this with- 
out having the negative impact of the costs that come with it? Be- 
cause it has to be paid for. I mean this is real money. And so how 
do you say we are helping job creation by extending unemployment 
benefits, when at the same time the bill for that is hurting the 
small business owners that are ultimately going to have to pick up 
the tab that hopefully will put the people back to work? Do you un- 
derstand my concern? 

Ms. OATES. I have to apologize, Congressman. I don’t really un- 
derstand what the surcharge is that the state is — and I will go 
back and learn more about 

Mr. REED. It is the interest-free loans that came due after two 
years that was advanced to the state because of the extended un- 
employment period of time. 

Ms. OATES. Actually, you know, 36 states borrowed. 

Mr. REED. Yes. We are one of them. 

Ms. OATES. You are one of them. That is right. In fact, over the 
course of the time that we have been doing the loans, 16 states are 
continuing to borrow as of September. 

So, what they — the reason they have to pay the interest back is 
so that they don’t have to raise their FUTA tax. 

Mr. REED. Yes. 

Ms. OATES. They don’t lose the credit on that. So it could be 
that what New York did is put on a surcharge so they didn’t raise 
the tax. 

Mr. REED. That is exactly what they did. That is exactly my un- 
derstanding. But the small business owners are the ones that have 
to pay that, because — just can’t print the money. They have to go 
back to the business owners that are creating — that have to pay 
the bill, that are trying to create the jobs to get people off the un- 
employment rolls. It just doesn’t make sense to me, why we are 
doing this. 



48 


Chairman DAVIS. Thank you, the 

Ms. OATES. Well, the other option would be a permanent in- 
crease to their FUTA tax, and I think, you know, we could work 
with your staff to figure out what the numbers were, and work 
with Albany to figure it out so I understand it better. I apologize 
that I am not as clear with what — why they are doing a surtax 

Mr. REED. So you would agree raising the FUTA tax would not 
be conducive to job creation. 

Ms. OATES. Oh, absolutely. 

Chairman DAVIS. The gentleman’s time has expired. 

Mr. REED. Thank you, Chairman. 

Chairman DAVIS. But perhaps you could answer his question in 
writing and I will submit it 

Ms. OATES. Absolutely, through the chair. Yes, sir. 

Chairman DAVIS. Thank you. The chair recognizes Mr. 
McDermott for five minutes. 

Mr. McDERMOTT. Thank you, Mr. Chairman. Reading the his- 
tory of unemployment creation in 1935 and the Unemployment 
Act — or the Social Security Act in 1935, the last issue that was ar- 
gued on the last day in the Senate was, “Is there some kind of 
moral degenerative element to giving people unemployment insur- 
ance? They will somehow get a weak soul, and they will stay in 
their chair and wait for their unemployment check.” The Repub- 
lican Party has never believed unemployment insurance was good. 

Now, I would like you to explain — my colleague can’t seem to get 
the picture — I want you to explain 

Mr. REED. Would the gentleman yield for just one second? 

Mr. McDERMOTT. Yes. 

Mr. REED. I would just like to remind the gentleman that he 
and I sponsored two of the extensions together for unemployment, 
based on your last remark. I yield back. 

Mr. McDERMOTT. I understand. I would like you to explain to 
the committee the term counter-cyclical, the idea that you put 
money into the fund when things are good, so that when things are 
bad you have money to draw out. And what happens to states who, 
when things are good, say, “Well, let’s drop the tax because we 
don’t need the money, look, we’ve got all this money in the pot,” 
and then they wind up having to borrow. 

Ms. OATES. Congressman, you are exactly right. I mean the — 
some states were just hit extraordinarily hard. And no matter what 
they would have done, states like Michigan probably would have 
been hit, no matter what. But the vast majority of the states, un- 
like your home state of Washington, did lower business taxes, you 
know, without thinking about what would happen, and let their 
trust funds get disproportionately low. 

I think that is the concern that the Department of Labor has 
with funding any of these innovations with trust fund money. We 
think trust fund money should be sacrosanct. It should be held 
there for the future, and not used to fund novel ideas. That is why 
we think the President is right in asking for additional money to 
fund these innovations that we would do as voluntary options 
under UI. 

Mr. McDERMOTT. The thing that I would like you to also talk 
about is the National Bureau of Economic Research has recently 
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done a study on this question about the moral degeneracy that 
comes from unemployment insurance. What is their conclusions of 
that report that were just released? 

Ms. OATES. Yes. They basically find it is completely unfounded 
in research. There is nothing to say that there is anything about 
unemployment insurance that depresses people’s desire to work, or 
anxiousness to work. 

Mr. McDERMOTT. And the plan — the Georgia Works plan, how 
did that work? Did it — was it successful? 

Ms. OATES. Well, actually, Congressman, as I said before you 
got here, they didn’t use our money, so we don’t have a lot of good 
data on it. They used other state money. And quite frankly, right 
now they are running out of money, and the program is kind of dis- 
solving. 

In terms of successful, looking at their outcomes in Georgia 
against regular outcomes using just regular Wagner-Peyser serv- 
ices, they did get about — a third of their people did find jobs. But 
if you just used Wagner-Peyser services, twice as many people got 
jobs. 

Mr. McDERMOTT. And today what is the number of people look- 
ing for jobs, as compared to the number of jobs available? 

Ms. OATES. Sixteen million full-time unemployed, and another 
six to seven million who are working part-time who are looking for 
full employment, and about three million jobs available. 

Mr. McDERMOTT. So you are talking 22 million people looking 
for 3 million jobs? 

Ms. OATES. That is correct. 

Mr. McDERMOTT. So, even in the best of circumstances, there 
are going to be a lot of people who are going to be in the situation 
that Mr. Crowley was describing. 

Ms. OATES. Especially if they are in urban areas or rural areas, 
they are mostly high-impact areas. 

Mr. McDERMOTT. Now, this is a little out of your neighborhood, 
but if you are an unemployed worker, and you have reached 99 
weeks, you have got nothing left. 

Ms. OATES. That is correct. 

Mr. McDERMOTT. And you have lost your health care benefits. 
What are you entitled to, as an American in this society, besides 
food stamps? 

Ms. OATES. Food stamps, possibly you could go to the housing 
authority and get a housing voucher, but there is a long line in 
most areas for that. And the charity of your faith-based or commu- 
nity-based organization. 

Mr. McDERMOTT. So we are basically saying to the middle 
class that have been unemployed for how many weeks, you said? 
What is the percentage? 

Ms. OATES. Forty-four percent have been unemployed more 
than twenty-six weeks. 

Mr. McDERMOTT. So you now have no more unemployment 
benefits, and you are middle class yesterday, and today you are 
with food stamps. 

Ms. OATES. Correct. And kids in college with student debt, and 
kids going to K-12 school that need books and supplies. Absolutely, 
sir. 
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Chairman DAVIS. Thank you. The gentleman’s time has expired. 
The chair would like to recognize Mr. Boustany from Louisiana for 
five minutes. 

Mr. BOUSTANY. Thank you, Mr. Chairman. Welcome. Good to 
see you. 

I have some concerns about the static nature of the statistics 
that the gentleman from Washington laid out. And I think the job 
market is much more dynamic than what the statistics would lay 
out. 

But, you know, in thinking about the purpose of unemployment 
benefits, clearly they are designed to provide financial support 
while an individual looks for another job. That is really the pur- 
pose. And none of us on this side of the aisle will deny the impor- 
tance of the program for those who find themselves stuck in a situ- 
ation — I mean we have all supported the extension of this program, 
I know we have worked with our chairman to do this. 

But consistent with the purpose of the benefit, should there be 
a requirement that UI recipients must search for work every week, 
with only very few limited exceptions, perhaps for those expected 
to return to a former job? I mean is that 

Ms. OATES. Congressman, each state law is slightly different. 
But every state law has a requirement for work search. 

Mr. BOUSTANY. Well, I know there is a requirement in the fed- 
eral extended benefits program. That is correct, right? 

Ms. OATES. We follow state law with that. Yes, sir. 

Mr. BOUSTANY. Right, right, right. And — but with regard to the 
state UI program which pays benefits when people first become 
employed, I mean is there a requirement? 

Ms. OATES. Yes, sir. Every state law has a requirement on their 
initial benefits, as well. 

Mr. BOUSTANY. Could you provide us where in statutes 
that 

Ms. OATES. In each state law, sir? 

Mr. BOUSTANY [continuing]. Is the case? Because I am — I don’t 
think that is the case. 

Ms. OATES. Well, we work closely with Louisiana and Commis- 
sioner Isen. We know what the work search is in Louisiana. So we 
can provide you that state law. I am happy to provide whatever it 
is to other committee members. 

But it is a requirement for active beneficiaries to work — to search 
for work. In some states the requirement has a numerical, so you 
have to have at least three evidences of looking for work. In some 
states it is as small as one evidence. In many of them you do it 
electronically. In some states you do it by returning a card. And in 
some states, you still, at certain points, have to come in and, face 
to face, meet with a 

Mr. BOUSTANY. Because bottom line is we need to make sure 
the program is working. I know someone earlier asked the question 
about overpayments. And, you know, being chairman of the Over- 
sight Subcommittee on Ways and Means, I am concerned about 
making sure these programs are working to the best that we can 
assure, you know, within the law that they are. 

And I am very concerned that the work requirement issue is 
something we need to probably take a closer look at to make sure 
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that, you know, this is really the case. Because I mean I have 
heard a lot of anecdotal evidence back home, talking to employers, 
where someone will call and ask, “Do you have any job openings?” 
And they will say, “Well, yes, why don’t you come in, send a re- 
sume, come visit with us,” and they will say, “Oh, no, I just had 
to do this because it meets the requirement under the unemploy- 
ment insurance benefit.” 

And I want to make sure that we are doing what we can to make 
sure that this program is working, that the intent of providing a 
bridge to getting people back into the workforce is what is really 
happening. And, I mean, shouldn’t the work requirement be at 
least as strong in week 1 as it is in, you know, week 99? 

I mean there should be an incentive all the way through this 
process to get people to really do the job of getting out there and 
looking for work. Because there are jobs. I mean I think we have 
got a dynamic labor market, even with high unemployment and all 
the problems. I talk to employers all the time who are struggling 
to find workers. 

In my state, in Louisiana, we have got a lot of folks, a lot of busi- 
nesses related to agriculture, farmers. Mr. Reed was mentioning 
this earlier. We have got seafood processing plants. They are look- 
ing for jobs [sic]. They are coming to me and saying, “Can you do 
something about the H2B visa program? We need more workers.” 
And yet we have got, you know, high unemployment of Americans 
here in this country. 

There is a disconnect, and somehow we have got to get to the 
bottom of it. And I think at the heart of this could be under- 
standing what steps we need to take to do the best we can with 
this work requirement. And I would like your comments. 

Ms. OATES. Well, you know, this is a balance. As I said, we do 
this program in collaboration with the states. And I think all of us 
have a great respect for the states’ critical role in this program. 

So, rather than going in and saying, you know, we are going to 
overrule state law on work search, what this proposal has done is 
mandated for anybody getting EUC, when you decide to extend it, 
what — we will mandate both the re-employment assessment and 
the re-employment services. That gets to the same thing as work 
search. It means that, face to face, somebody has got to come in, 
not just handing in a card, not just mailing something in. They 
have got to talk to somebody, they have got to understand why it 
is important to take a job when it is offered, because we don’t know 
what the future is going to deliver. 

So, I think if we talked about this, Congressman, we would prob- 
ably agree that, right now, the best role we could take is to make 
sure that we are really mandating the RES and the REA. And, in 
the future, in terms of what this committee and the Senate would 
choose to do in underlying UI law, if you wanted to look at creating 
some kind of national standard for a work search requirement, I 
think we would be willing to provide you technical assistance on 
that, and work with NASWA. 

Chairman DAVIS. Great, thank you very much. The 

Mr. BOUSTANY. We may need to look at that. Thank you. 

Chairman DAVIS. Thank you. The gentleman’s time has expired. 
Secretary Oates, thank you very much for joining us today. 
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Ms. OATES. Thank you. Thank you so much, Chairman. 

Chairman DAVIS. We look forward to a continued dialogue. And 
that will conclude our second panel. If Members have additional 
questions, they will submit them to you in writing, and we would 
appreciate your responses for the record. This concludes the second 
panel. Thank you. 

[Pause.] 

Chairman DAVIS. For our third panel we are going to be hearing 
from Maren Daley, Executive Director of Job Service North Dakota; 
Dawn Deane, an unemployed person from Philadelphia; Don 
Peitersen, Director of Unemployment Insurance/Workforce Project 
at the American Institute for Full Employment; and Chris McCon- 
nell, workforce consultant with AlliedBarton Security Services. 

Before we go to — one special introduction. I would like to make 
a statement. We have been informed from the whip’s office there 
is going to be a very long series of votes that is going to go in the 
next 15 to 20 minutes. I think we are going to have about 20 to 
25 minutes before we go. I would rather not having you all stand- 
ing in limbo for 90 minutes, while the floor process works itself out. 

Because of this, if we have time for questions we will begin ques- 
tions. But what I would like to ask your indulgence is if our Mem- 
bers — and I know several will have questions, including me — if we 
could submit those to you in writing, and those could be responded 
to in writing, and we will make sure that they are part of the per- 
manent record on this. And I appreciate very much your time com- 
ing in to deal with this very critical issue. So thank you. 

With that, before we proceed with testimony, I would like to rec- 
ognize Mr. Berg to introduce his colleague from his home state. 

Mr. BERG. Well, thank you, Mr. Chairman. I would like to intro- 
duce Maren Daley, who is our first witness here on this panel. And 
she is executive director of Job Service for unemployment in North 
Dakota. It is a cabinet-level department. She administers these 
programs. In fact, we worked together a long time — for the last 20 
years — and so I am just excited to have her here. 

And kind of again, my hope is that we will pull some of these 
ideas at the state level that are working at the state level, and try 
and create a federal program that creates incentives for the right 
kind of things to get people back to long-term work. So thank you, 
Mr. Chairman. 

Chairman DAVIS. Thank you very much. Ms. Daley, you can 
proceed with your testimony. 

STATEMENT OF MAREN L. DALEY, EXECUTIVE DIRECTOR, JOB 
SERVICE NORTH DAKOTA 

Ms. DALEY. Thank you. Chairman Davis and Ranking Member 
Doggett and Members of the Subcommittee on Human Resources, 
thank you for the opportunity to testify on the President’s pro- 
posals to help the long-term unemployed. 

As Congressman Berg introduced me, I am Maren Daley with 
Job Service North Dakota, the state workforce agency that admin- 
isters the unemployment insurance, labor exchange, and labor mar- 
ket information services. 

The Workforce Investment Act, Wagner-Peyser, and unemploy- 
ment insurance programs are fully integrated within Job Service’s 
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one-step career centers. This seamless delivery system improves 
the transition of UI claimants to re-employment. 

A basic principle embraced by all states is rapid, effective re-em- 
ployment of unemployed workers is critical to the economic well- 
being of individuals, families, and employers which, in turn, sup- 
port the local and national economies. 

I am encouraged to see a variety of options included in the Presi- 
dent’s proposal, but I encourage even more flexibility in this realm. 
By allowing maximum flexibility, states are able to implement 
strategy specific to the needs of their state, ultimately providing for 
faster economic progress with a more efficient use of tight re- 
sources. 

North Dakota’s low unemployment continued job and wage 
growth among many other factors make North Dakota unique. 
However, they do not shield us completely from re-employment 
struggles. While we have thousands of good jobs available, the skill 
sets of the worker base and, in many cases, the location of these 
individuals, do not always correspond with the available jobs. 

Examples of our re-employment successes are readily available, 
and I would like to outline one of the more successful cost-effective 
approaches we have taken. I should note that this program could 
not have been undertaken without federal funding resources. And 
this is the type of situation in which the President’s proposal and 
each state’s intimate knowledge of the workforce needs of their own 
state can converge. 

There is strong competition for jobs available in North Dakota. 
And one of our primary goals is to help UI claimants be competi- 
tive contenders for these jobs. To this end, we have had excellent 
results in the past with our re-employment eligibility assessment 
program. REA focuses on individual case management services, 
and creates an environment of coaching and support for discour- 
aged unemployed workers. 

Springboarding off the success of the REA program, we developed 
a series of workshops focused on intensive re-employment activities 
and focused individual activities. These workshops were funded by 
Wagner-Peyser RES dollars through the American Recovery and 
Reinvestment Act. The workshops were four days long, and re- 
quired a major time commitment from UI claimants. 

The workshops consisted of one day devoted to basic computer 
skills training and three days addressing skills identification, ex- 
ploration of jobs to which the claimant’s skills would be 
transferrable, effective job searches, writing good resumes and 
cover letters, and interviewing. All participants completed the 
workshop with an updated resume, a new understanding of how 
their skills could be transferred to another position, and with the 
confidence gained through a practice interview exercise. 

We have solid statistics proving the success of the workshops. 
The statistics showed a significant reduction in the time that the 
workshop participants spent on unemployment, compared to the 
overall UI claimant duration in North Dakota. During the same pe- 
riod, the average claimant duration was 11.28 weeks. While this 
number is good compared to the rest of the country, the individuals 
that attended the workshops returned to work, full-time work, in 
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7.32 weeks, on average. This is an improvement of almost four 
weeks, and this represents significant savings to the UI trust fund. 

Many things have been tried on a national basis. Some of them 
have been successful, and some of them not. In North Dakota, our 
UI claimants have greatly appreciated the availability of EUC ben- 
efits. These benefits have been a game-changer for some. However, 
it could be argued a large portion of the EUC benefits paid in 
North Dakota could have been more effectively spent on focused re- 
employment efforts. 

Typically, under federally-funded extended benefit programs, a 
minimum work search requirement exists. However, the 2008 EUC 
program does not require this, and instead provides that state law 
and policy regarding work search requirements be followed. 

In North Dakota we have a large seasonal workforce that faces 
temporary lay-offs over the winter, particularly in the construction 
industry. Because of this, our UI laws and policies are different 
than that would be seen in many other states. What this has led 
to is 24.75 million, or 43 percent of the extended benefits paid in 
North Dakota have gone to eligible UI claimants who will be re- 
turning to employment after a temporary lay-off. In essence, these 
individuals have not faced a change in their normal employment 
status. 

I have submitted my written testimony. Mr. Chairman, I see my 
time is up. And I would invite you to check out the written testi- 
mony — 

Chairman DAVIS. Yes. 

Ms. DALEY [continuing]. For a unique cost-effective, simplified 
work-share program that North Dakota has used. Thank you. 

[The prepared statement of Ms. Daley follows:] 
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Chairman Davis, Ranking Member Doggett. and members of the Subcommittee on Human 
Resources, thank you for the opportunity to testify on the President's proposals to help the long- 
term unemployed. 

I am Maren Daley. Executive Director of Job Service North Dakota (JSND). the state workforce 
agency that administers the unemployment insurance, labor exchange and labor market 
information services for North Dakota. The Workforce Investment Act, Wagner-Peyser and 
Unemployment Insurance (UI) programs are fully integrated within Job Service's One-Stop 
Career Center system. This seamless service delivery system improves the transition of UI 
claimants to reemployment. 

While I see value in many of the items targeting the reemployment of unemployed workers, and 
commend the additional flexibility found within the President's proposal. I see a need for even 
greater state flexibility in relation to reemployment activities. Each state is unique and has 
varying needs. I would also note that each state has great expertise in assisting individuals in 
gaining employment, but we are often confined to one-size fits all or one-size fits most 
approaches. 

Principle 

A basic principle embraced by all states is rapid, effective reemployment. Reemployment of 
unemployed w orkers is critical to the economic well being of individuals, families, and 
employers which in turn support the local and national economies. 

I am encouraged to see a variety of options such as the Bridges to Employment, Self- 
Employment Assistance, and Wage Insurance included within the President's proposal, but I 
encourage even more flexibility in this realm. By allowing maximum flexibility, states are able 
to implement strategies specific to the needs of their state, ultimately providing for faster 
economic progress with a more efficient use of tight resources. 

To provide an example of the need for flexibility in reemployment activities, I need only look 
out of my office window at home in North Dakota. 

North Dakota's Current Employment Environment 

North Dakota stands in direct contrast to the rest of the nation in relation to economic grow th and 
the opportunities for employment. We are experiencing a period of grow th and prosperity. To 
emphasize this fact, please consider the follow ing: 

• North Dakota's annual average unemployment rates continue to be significantly 
lower than the nation ranging from 3.1% in 2007 and 2008 to 4.3% in 2009. 

• In August 201 1, North Dakota's seasonally adjusted rate was the lowest in the 
nation at 3.5% compared to 9.1% nationally. 

1 
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• From 2005 to 2010: 

o North Dakota private sector employment expanded 9.6% from 269,700 to 
295,700. The nation contracted 4.1% during this period, 
o In percentage terms, the gain in North Dakota was led by the Mining and 
Extraction industry at 158.5%. Nine industries had double digit increases, 
o Annual average covered wages rose 27.3% or $8, 1 72 from $29,956 to 
$38,128. North Dakota's annual average covered wage rose from 73.6% to 
81.6% of national levels. 

o Median family income in ND rose from 95% of the national level in 2005 to 
now exceed national levels at 107.6% 

• North Dakota's unemployment insurance trust fund and program is sound. The taxable 
wage base, employer tax rates and unemployment benefit levels are indexed within 
state law providing for needed economic adjustments. Average tax rates for North 
Dakota were .57%; lower than the national average of .67% in 2009 (the most recent 
year published ). North Dakota ranks fourth in the nation in terms of the average 

w eekly benefit amount as a percentage of the average weekly w age according to the 
most recently published 201 1 data. 

• North Dakota has jobs: in August there w ere 16,435 open and available positions 
posted on JSND's website - jobsnd.com. These job openings are across all 
occupational groups and career levels and across all geographic areas of the state. Oil 
and Gas producing counties account for approximately one-third of the job openings. 

These factors, among many others, make North Dakota unique. However, they do not shield us 
completely from reemployment struggles. While we have thousands of good jobs available, the 
skill sets of the worker base and in many cases the location of these individuals does not always 
correspond w ith the available jobs. 

We have attempted to address the unique situations we face by tailoring our services to the needs 
of the state. However, we don't have the resources to effectively roll out our extremely 
successful approaches to as wide a group as we would like. 

Examples of our reemployment successes are readily available w ithin North Dakota, and I would 
like to outline one of the more successful and cost effective approaches we have taken. I should 
note that this program could not have been undertaken w ithout federal funding resources. The 
approach was North Dakota's idea, but was supported by federal dollars. This is the type of 
situation in w hich the President’s proposal and each stale's intimate know ledge of the workforce 
needs of their own state can converge. 


2 
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Intensive Reemployment Workshops 

There is strong competition for the jobs available in North Dakota, and one of our primary goals 
is to help Ul claimants be competitive contenders for these good jobs. To this end, we have had 
excellent results in the past with our Reemployment Eligibility Assessment (REA) program. 
North Dakota has participated in this USDOL program since 2005, and we have gained great 
knowledge and experience in developing this program. REA focuses on individual case 
management services and creates an environment of coaching and support for discouraged 
unemployed workers. Another key item identified through our experience with REA was that by 
focusing on skills gaps, and more importantly, skills transferability, we have been able to assist 
individuals in becoming successfully reemployed. We are strong supporters of the REA 
program, and hope that the USDOL is provided the opportunity to continue funding this 
successful program. 

Spring-boarding oft' of the success of the REA program, we developed a series of workshops 
focused on intensive reemployment activities and focused individual services. These workshops 
were provided across North Dakota and were funded via Wagner-Pcyscr RES dollars through the 
American Recovery and Reinvestment Act. The workshops were four days long and required a 
major time commitment from UI claimants. 

The workshops consisted of one day devoted to basic computer skills training and three days 
addressing skills identification, exploration of jobs to which the claimant's skills would be 
transferable, effective job searches and applications, writing good resumes and cover letters, and 
interviewing. All participants completed the workshop with an updated resume, a new 
understanding of how- their skills could be transferred to another position, and w ith confidence 
gained through a practice interview exercise. 

Feedback and evaluations from claimants who participated in these workshops sent a strong 
message that this was time well spent. But even more important, we have solid statistics proving 
the success of the workshops. The statistics show a significant reduction in the time that 
workshop participants spent on unemployment compared to the overall Ul claimant duration in 
ND. 

During the same period, the average claimant duration was 1 1 .28 weeks. While this number is 
good when compared to the rest of the country, the individuals that attended the workshops 
returned to full time work in 7.32 weeks on average. This is an improvement of almost four 
weeks. In terms of UI benefits, this is a savings of $1,248 per claimant on average (4 weeks x the 
average weekly benefit amount of $312). In a typical year, pre-2009. North Dakota, has about 
18,000 individual UI claimants. If 30% of these individuals were not job attached, we would 
save on average $6,739,200 per year. Prior to 2009, North Dakota's average yearly benefit 
payout was approximately $50 million, meaning that we would be recognizing a UI Trust Fund 
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savings of 13.5% per year, if we were able to implement this intensive reemploy ment workshop 
statew ide and continue to operate it going forward. 

Requiring Ul claimants who arc not subject to callback by their employer to do job searches is a 
given; but these workshops helped provide UI claimants an edge to become better job 
candidates, and that achieved faster reemployment. 

The President's Proposals to Help the Long-Term Unemployed - Allowing State Flexibility 
to Develop a Plan Best Suited to Meet the State's Needs 

It is clear in reviewing the President's proposal that there are several options available. Even so. 
the options provided can still serve to create a box from which a state must operate. I would 
strongly encourage the approach of allowing states to tailor their approaches to reemployment 
based upon the needs of the stale, while adequately supporting the states via funding and 
resource allocations. The successes we have encountered in North Dakota would not have been 
possible without the flexibility to create and operate a program that maybe did not fit the normal 
confines of reemployment activities. Importantly, we would like to continue to provide these 
successful services, and to expand the program to include EUC claimants. In order to do this, 
further flexibility to focus resources in these areas would be ideal. 

An underlying theme of my testimony today has been the need for flexibility, and the desire to be 
empowered to assist the unemployed of my state in the most effective way possible. Many 
things have been tried on a national basis, some of them have been successful, and some of them 
not. In North Dakota, our Ul claimants have greatly appreciated the availability of EUC 
benefits, a program implemented nationwide, without differentiation between states. These 
benefits have been a game changer for some; however, it could be argued that a large portion of 
the EUC benefits paid in North Dakota could have been more effectively spent on focused 
reemployment efforts. 

To qualify this statement, let me provide you with some detail on the EUC program. In North 
Dakota, because of our low unemployment rate, the maximum number of benefit weeks 
available under EUC is 60. Typically under federally funded programs, a minimum work search 
requirement exists, however, the EUC program implemented in 2008 does not require this, and 
instead provides that state law and policy regarding work search requirements be followed. In 
North Dakota, we have a large seasonal workforce that faces temporary layoffs over the winter, 
particularly in the construction industry. Because of this, our UI laws and policies are different 
than what would be seen in many states. What this has led to is that $24.75 million, or 43% of 
the EUC benefits paid in North Dakota, have gone to eligible Ul claimants who will be returning 
to employment after a temporary layoff. In essence, these indiv iduals have not faced a change in 
their normal employment status. 
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Although it cannot be said exactly what would have been done differently in North Dakota, if 
state flexibility had existed under the EUC program, a different approach may have been utilized 
to assist the unemployed. S24.75 million would go a long way to providing intensive 
reemployment workshops, retraining programs or other activities. 

One last example of the need for flexibility that I would like to raise is based upon the President's 
proposals to implement worksharing programs nationwide. I would agree that workshare 
programs can be an effective tool in preventing layoffs, but there are various approaches that can 
be taken in addressing this type of program. In North Dakota, we have a simplified version of 
worksharing that is easier to implement and manage, and I believe is ultimately very cost 
effective. 

North Dakota legislators passed a bill to allow' Ul claimants to earn up to 60% of their weekly Ul 
benefit amount from employment without any reduction in their weekly Ul benefit payment; 
thereafter, additional earnings do reduce the Ul benefit. While this is a higher earnings disregard 
than what is allowed in most states, it allow s employers to reduce worker hours when necessary 
without permanent layoffs. This approach keeps Ul claimants attached to the labor market, and 
enables them to keep their skills current. It also allows employers to reduce hours when 
necessary and still retain a qualified, trained workforce. For North Dakota, the higher earnings 
disregard is less expensive to administer than worksharing, because we did not have to 
reprogram our mainframe computer, which is an expensive process. Additionally, there is less 
administrative tracking of income earned and computations for benefits paid. This approach is 
also easier for the employers of our state. Although I understand that this approach may not 
work in ever)' state, my point is that many of the proposals are meritorious, but states have to 
discern w hat works best for their circumstances. 

My recurring theme today has been that the most effective solutions are not one size fits all. I 
greatly appreciate the message of flexibility we have heard in connection with the President's 
proposals along w ith the opportunities offered for states to participate in innovative and vigorous 
reemployment projects. Correspondingly. 1 would encourage the proposed funding not be on a 
program by program basis, but on the overall ability of a state's reemployment plan to address 
the needs of the state. 
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Chairman DAVIS. We appreciate your insights, especially the 
written testimony. It was quite illuminating. And thanks for your 
hard work up there. 

Now the chair recognizes Ms. Deane for her remarks. 

STATEMENT OF DAWN DEANE, UNEMPLOYED WOR K ER FROM 
PHILADELPHIA, PENNSYLVANIA 

Ms. DEANE. Chairman Davis, Ranking Member Doggett, and 
distinguished Members of the Subcommittee, thank you for inviting 
me here today. My name is Dawn Deane, I am a resident of Phila- 
delphia, Pennsylvania. 

Since June of this year, and like so many others these days, I 
am unemployed through no fault of my own, and supporting myself 
and my nine-year-old daughter on unemployment insurance. Too 
often these days, unemployed Americans like me are reduced to ei- 
ther statistics or stereotypes. We don’t have names and faces. We 
are either 1 of 14 million who are out of work, or we are lazy peo- 
ple, happy to sit home collecting unemployment, rather than ac- 
tively looking for jobs. 

But I am not just a statistic, and I am not lazy. For the past 20 
years, I have worked in the field of human resources, and I have 
held my 3 previous jobs for 7, 8, and 3V2 years. In spite of all my 
hard work, right now I am unemployed. Thankfully, I am able to 
receive unemployment insurance benefits, which are what is sus- 
taining me and my daughter, while I diligently look for new work. 

As a human resources professional, I am very aware of how to 
diligently and strategically search for a new job. And I am doing 
just that. Like tens of millions of other Americans each day, I en- 
gage in a thorough and multi-faceted search for employment. And 
I have been doing so since I lost my job in June. 

I have registered my resume with all of the major websites, and 
I have applied for approximately 40 jobs so far. In addition, I have 
attended four different career fairs since being laid off. And 
through them I have applied for about 50 additional jobs. I have 
yet to hear from a single employer from any of these applications. 

I also understand the importance of networking, so I have 
reached out to all of my friends and former colleagues, asking for 
their assistance in finding a new job. I have gone to my local one- 
stop career center to look for open jobs. I have visited and/or con- 
tacted the offices of city council and state representatives to see if 
they have any resources for their constituents who are searching 
for jobs. 

I am not only applying for jobs in my field, I am looking more 
widely for all sorts of administrative jobs, just because I want to 
work and support my daughter and myself. 

Because I know that I am not the only one in this situation, and 
because I have skills to offer others who are struggling with unem- 
ployment, I also volunteer at a local community center and church, 
helping others with their job searches. 

Finally, I am auditing a course at Villanova University that will 
prepare me to take an exam to receive a professional human re- 
sources certification, hopefully enhancing my value to the job- 
market. 
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Right now I thank God for unemployment insurance, because it 
is allowing me to keep up with my mortgage and provide the bare 
necessities of food and transportation. I lived well within my means 
when I was working. But even our modest lifestyle is a challenge 
now. I could not afford to keep up with health insurance right now. 
My daughter and I have no coverage, which is very frightening. 

I am working with a housing counselor to see if I can restructure 
my mortgage and lower the monthly payments. I have applied for 
a subsidy to pay my monthly gas bill and electric bills. I have had 
to stop my daughter’s extra-curricular activities, like dance class, 
which she loved, and was not able to buy many back-to-school sup- 
plies or clothes for her. And I am looking for other ways to continue 
to scale back on our expenses, even though I have already elimi- 
nated everything that isn’t strictly necessary already. 

Until I find new work, unemployment insurance is our necessary 
source of income. My state benefits began in June, and will end in 
December. And while I hope that I have a new job before the end 
of the year, the absolute lack of any success I have had so far really 
worries me. 

Thus, while I do not want to have to receive federal unemploy- 
ment insurance benefits, with the unemployment rate so high right 
now I just don’t see how Congress can even think about letting 
these important programs expire. If they do, my daughter and I 
and millions of other families like us might have no safety net, no 
life line in the new year. Quite simply, reauthorizing these impor- 
tant federal unemployment insurance programs is simply the sin- 
gle most important thing for this Congress to do right now, along 
with making some real efforts to create good jobs for millions like 
me, who just want to work. 

Thank you for your time today. 

[The prepared statement of Ms. Deane follows:] 
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Chairman Davis, Ranking Member Doggett and distinguished members of the Subcommittee, thank you 
for inviting me to be here today. My name is Dawn Deane, and I am a resident of Philadelphia, 
Pennsylvania. Like so many others these days, I am unemployed through no fault of my own and 
supporting myself and my nine-year-old daughter on unemployment insurance. I lost my job in June of 
this year, and in spite of a strong professional background, I have yet to have even one potential 
employer show any interest in interviewing me for a new job. 

Too often these days, unemployed Americans like me are reduced to either statistics or stereotypes. 

We don't have names and faces - we're either one of 14 million who are out of work, or we're lazy 
people, happy to sit home collecting unemployment rather than actively looking for jobs. But I am not 
just a statistic and I am not lazy. 

I am a 49 year old single mother of two. My son is 23 years old and he recently graduated from the 
University of Pittsburg and is fully employed and living on his own. My daughter lives with me and while 
I receive child support from her father, my salary was our primary source of financial support. For the 
past twenty years, I have worked in the field of human resources and I have a proud history of longevity 
on the job, holding my three previous jobs for seven, eight and three-and-a-half years. And in spite of all 
my hard work, right now, I am unemployed. Thankfully, I am able to receive unemployment insurance 
benefits which are what is sustaining me and my daughter while I diligently look for new work. 

As a human resources professional, I am very aware of how to diligently and strategically search for a 
new job, and I am doing just that. Unfortunately, my professional background also makes me aware of 
how bad it is out there for the unemployed. Like tens of millions of other Americans, each day, I engage 
in a thorough and multi-faceted search for new employment, and have been doing so since I lost my job 
in June. It is very tough, but I am confident in my abilities and confident that my job-search efforts will 
eventually be successful. 

I have registered my resume with all of the major websites like Career Builder, Monster, Indeed, and 
SHRM. Through those sites and other job announcements I have applied for approximately 40 jobs so far. 
In addition, I have attended four different career fairs since being laid-off, and through them, have 
applied for about 50 additional jobs. I have yet to hear from a single employer from any of those 
applications. I also understand the importance of networking, so I have reached out to all my friends and 
former colleagues asking for their assistance in finding a new job. I've gone to my local One-Stop Career 
Center to look for open jobs, and have visited and/or contacted the offices of my city council and state 
representatives to see if they have any resources for their constituents who are searching for jobs. I am 
not only applying for jobs in my field, but am looking more widely for all sorts of administrative jobs 
because I want to work and support my daughter and myself. 

Because I know that I'm not the only one in this situation, and because I have skills to offer others who 
are struggling with unemployment, I also volunteer at a local community center and church helping 
others with their job-searches. Finally, I am auditing a course at Villanova University that will prepare me 
to take an exam to receive a Professional Human Resources Certification, hopefully enhancing my value 
on the job market. As you can see, I am certainly not lazy and am using this time to both better myself 
and try to help others who are in the same situation, all the while diligently looking for a new job and 
taking care of my daughter. 

But, as I said, so far the job search has been difficult. The job market is weak, which of course means the 
Human Resources field is especially weak. And while I am looking for jobs in other fields, as you all know, 
the best chance of success in the job market is usually in the field in which you have done most of your 
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work, so although I am willing to work in a broad array of jobs, the odds of me getting them are small. 
But I keep applying anyway. 

Right now, I thank God for unemployment insurance, because it is allowing me to keep up with my 
mortgage and provide the bare necessities of food and transportation. I lived well within my means 
when I was working, but even our modest life-style is a challenge now. I could not afford to keep up 
health insurance so right now, my daughter and I have no coverage, which is very frightening. I am 
working with a housing counselor to see if I can restructure my mortgage and lower the monthly 
payments. I have always wanted to become a home owner and own my little piece of America and 10 
years ago, I purchased a home that was well within my means. If I can't maintain my mortgage I will not 
have any other way of saving my home since the Homeowner programs such as HEMAP have been cut 
as well. I have applied for a subsidy to pay my monthly gas and electric bills, have had to stop my 
daughter's extra-curricular activities like a dance class she loved, and was not able to buy many back-to- 
school supplies or clothes for her. When I lost my job, I originally cancelled our cable and internet 
service in the home but I soon realized that I needed internet to really search for jobs effectively so I've 
re-established bare-bones service, but I am looking for other ways to continue to scale back on our 
expenses even though I've already eliminated everything that isn't strictly necessary already. 

Until I find new work, unemployment insurance is our necessary source of income. My state benefits 
began in June and will end in December, and while I hope that I have a new job before the end of the 
year, the absolute lack of any success I've had so far really worries me. Thus, while I don't want to have 
to receive federal unemployment insurance, with the unemployment rate so high right now, I just don't 
see how Congress can even think about letting these important federal programs expire. If they do, my 
daughter and I, and millions of other families like us, might have no safety net— no lifeline in the new 
year. 

Quite simply, reauthorizing these important federal unemployment insurance programs is simply the 
single most important thing for this Congress to do right now, along with making some real efforts to 
create good jobs for the millions like me who just want to work. Thank you for your time today. 
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Chairman DAVIS. Thank you very much, Ms. Deane. 

Mr. Peitersen. 

STATEMENT OF DON PEITERSEN, DIRECTOR OF UNEMPLOY- 
MENT/WORKFORCE PROJECT, AMERICAN INSTITUTE FOR 

FULL EMPLOYMENT 

Mr. PEITERSEN. Chairman Davis, Ranking Member Doggett, 
and Members of the Committee, thank you for this opportunity to 
testify. The American Institute for Full Employment is a non-profit 
think tank. We consult with states and specialize in wage subsidy 
designs similar to the Bridge to Work program. We applaud the 
Obama Administration and the Republican leadership for their bi- 
partisan interest in turning an unemployment support into an em- 
ployment support. 

This testimony addresses two pieces of the legislation, the Bridge 
to Work and state flexibility. Briefly, we think Bridge to Work has 
great promise, but should be modified as follows: eliminate the em- 
ployer mandate; simplify it by letting employers pay the full wage; 
increase the subsidy from 8 to 13 weeks; let states help claimants 
earlier than 6 months; give states flexibility, but require return on 
investment; extend Bridge to Work to the regular UI program. 

Half of our regular UI claimants go jobless for nearly 6 months, 
and three quarters of our emergency benefits claimants went job- 
less for another 10 months, even though we spent $50 billion in 
emergency benefits alone in the last year trying to help them get 
back on their feet. 

EUC wages claims averaged over $9,000, a wage subsidy costs 
under $4,000. The math is both obvious and compelling. We have 
studied UTs specific wage subsidy programs, plus Georgia Works. 

First was Oregon’s Jobs Plus program, operated for more than a 
decade. The program helped over 10,000 claimants. Over 80 per- 
cent of the participants landed jobs and saw an average wage gain 
of over 15 percent. Georgia Works is an employer-based training 
program that has been replicated in a handful of states. Claimants 
keep their benefit check while volunteering with an employer for 
up to 8 weeks, for a minimum of 24 hours per week. Over 10,000 
job seekers have participated. 

Texas Back to Work, launched in 2010, has received the U.S. 
DoL’s innovation award for its program design. It is a subsidy of 
$2,000 over 16 weeks. It has served over 20,000 claimants and over 
3,000 employers. Sixty-three percent of the job seekers have been 
successfully placed. Earnings retention was 99.4 percent. And the 
program has been replicated in Utah and Nevada. These wage sub- 
sidy programs succeed because they provide real training in a real 
job, allow job seekers to gain a foot in the door. They are cost neu- 
tral or cost savers, and are economic development programs. Over 
80 percent of the employers said it helped with cost capacity and/ 
or expansion. 

Based on our research in these programs, we offer four rec- 
ommendations for Bridge to Work. 

One, employers have repeatedly told us that simplicity makes or 
breaks a program. Bridge to Work has an employer mandate that 
none of the four state UI initiatives includes. It requires employers 
to hire claimants within 24 weeks of program participation. But 
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the core of any wage subsidy program is to encourage employers to 
take a chance on a job seeker that they would not otherwise hire. 
Our experience suggests that abuse is rare. We recommend elimi- 
nate the employer mandate to hire, and give states the flexibility 
to design program safeguards based on their own state needs. 

Two, increase state flexibility to allow the wage subsidy to be up 
to 13 weeks, to match the 90-day probationary period used by 
many employers. This allows participants to learn higher-skilled 
jobs, and it gives state staff more flexibility to match workers with 
opportunities. 

Three, eliminate the complication of two payers for the worker by 
paying the subsidy directly to the employer, and requiring the em- 
ployer to give the worker a paycheck like any other new worker. 

Four, the net cost of a wage subsidy program can determine 
whether it becomes a legacy or a loser. Timing of placement with 
the employer is key. The earlier the placement, the more weeks of 
benefits that can be saved. Unfortunately, the earliest Bridge to 
Work would start is about six months after a claimant lost their 
job, because that’s when EUC begins. Early placement also helps 
claimants avoid costly unemployment spells that drain their sav- 
ings. We recommend you allow states to offer Bridge to Work to 
claimants earlier than six months. 

The Jobs Act includes two other provisions allowing states inno- 
vative program authority. We support state program flexibility, and 
recommend that when proposals are vetted, that return on invest- 
ment is a requirement. 

We also would allow — ask you to allow states to use regular ben- 
efits to fund a Bridge to Work program for their regular UI claim- 
ants with the improvements noted here. 

We estimate that a modified Bridge to Work initiative can pro- 
vide opportunities to 300,000 to 400,000 long-term UI claimants 
each year and, in doing so, save the Federal Government over $1.5 
billion and states $270 million a year. It is important not to miss 
the enormity of the opportunity we have here. Thank you. 

[The prepared statement of Mr. Peitersen follows:] 
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Chairman Davis, Ranking Member Doggett and members of the subcommittee, on Human 
Resources, thank you for the opportunity to testify on the topic of President's proposals to help 
the long term unemployed. 

I am Don Peitersen, Director of the American Institute for Full Employment's Project on 
Unemployment Insurance and Workforce. We are a nonprofit think tank studying, developing 
and consulting with state government on best practices in workforce, welfare and 
unemployment insurance programs. 

Our team has consulted with more than 20 states over the past 17 years in a wide variety of 
program designs that have won several national awards. We have a special expertise in wage 
subsidy design and, since our founding, have been designing programs like the President's 
proposed Bridge to Work initiative including four state level experiments with wage subsidies 
specifically targeted to help reemploy Unemployment Insurance claimants. 

We applaud the Obama Administration and Republican leadership for their bi-partisan interest 
in offering states, workers and employers flexibility to turn an unemployment support into an 
employment support. 

This testimony addresses two notable pieces of the American Jobs Act: 1) Bridge to Work and 2) 
state flexibility under the "Additional Innovative Programs" and "Enhanced Reemployment 
Strategies" provisions. Throughout our written testimony, we identify opportunities for 
improvement and suggested solutions to improve outcomes in the proposed programs. 

Briefly, we think the Bridge to Work program improves upon a number of approaches to help a 
portion of our millions of long term Ul claimants and that it can be further improved in its 
effectiveness with the following adjustments: 

1. Eliminate the employer mandate to guarantee a hire within 24 weeks and allow 
participating states to set employer terms that maximize outcomes in their state 

2. Simplify funding flow by letting employers pay the full wage and receive a subsidy 
from the state 

3. Increase the flexibility in the subsidy from a maximum of 8 weeks to 13 weeks (where 
cost neutral) to match the 90 day probationary period common with employers and to 
allow for more job creation in higher skilled jobs 
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4. Give states the flexibility to help claimants earlier than six months into their 
unemployment spells, as soon as the state can identify long term claimants and before 
they become more difficult to employ. 

We also recommend that the innovation and reemployment strategies provisions of the 

American Jobs Act: 

1. Give states the flexibility to innovate where they can show a positive hard dollar 
return on investment in their reemployment program proposals. 

2. Extend the Bridge to Work program to the regular Ul program as a first step for 
Congress in granting state reemployment program flexibility. 


Overview 

The Problem: More than half of Ul claimants in the U S. remain unemployed and exhaust 
their regular benefits, receiving, on average, less than half of their former wage' to pay for food 
and housing, and quickly using what little savings they have. In the past year, nearly five million 
workers exhausted their claims, most of whom then began claiming federal emergency 
unemployment compensation. 

Those exhaustees who claim federal benefits after their state claim remain unemployed for over 
one year and claim over $16,000 total.” Meanwhile states are asking where they can find money 
to incentivize job creation. 

The Options: In broad terms, when a worker is permanently laid off and eligible for Ul, 
Congress has three approaches in how the Ul program can help them get back on their feet. It 
can pay them while they: 

■ Look for work 

• Go back to school or 

■ Learn a new job with an employer 

The third option has been somewhat unexplored with Ul specific programs, due to the rigidity of 
program financing. However, the Bridge to Work proposal provides flexibility for states to 
pursue more impactful outcomes for our unemployed. 

The Solution: Bridge to Work in Brief 

In short, Bridge to Work offers employers the opportunity to hire a subsidized long term Ul 
claimant for up to eight weeks in a new job with the hope the claimant will gain new skills and 
be hired after the subsidy ends. 

The subsidy would encourage employers to hire and train unemployed workers based on their 
capacity and willingness to learn a job, rather than excluding the workers simply because they 
don’t have enough industry or occupational experience. It gives employers the opportunity to 
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defray training costs and gives both employers and job seekers the opportunity for a "test drive" 
with each other. 

But can wage subsidies really help? According the W.E. Upjohn Institute for Employment 
Research, in a study on the subject, subsidized wage programs can be effective in increasing 
both the employment and the earnings of the disadvantaged." 1 

We agree and believe the Bridge to Work program can help create hundreds of thousands of 
jobs in the US and, at the same time, help employers take a chance at growing their business. 
This testimony details our program research supporting that conclusion. 


Funding Mechanism and Savings 

Bridge to Work’s target is long term unemployed workers eligible for federal Emergency 
Unemployment Compensation. To fund the program, Congress would allow states to use 
already committed EUC benefit dollars assigned to each participating Ul claimant's EUC account. 

In the past two years, on average, claimants eligible for full EUC have claimed 30 weeks of 
benefits totaling over $8,500 each. With effective wage subsidy programs costing less than 
$4,000, the opportunity to develop winning strategies for reemployment and save badly needed 
program dollars is both obvious and compelling. 

Bridge to Work could have little to no additional federal costs because the subsidy will be 
limited to the amount the claimant could have otherwise been paid under their EUC benefits (up 
to 8 weeks). Claimants who become reemployed (typically over 2/3 of participants in similar 
programs) will not claim additional extended benefits and will save federal funds by returning to 
work and ending their claims. 

We estimate that, at capacity, Bridge to Work can save over $1.5 billion in EUC dollars as well as 
$270 million in regular Ul trust fund dollars per year. 

5ee Appendix A for a detailed savings analysis. 

Historical Context 

Government subsidized jobs made their widespread debut in the US in the 1930s when 
President Franklin Delano Roosevelt announced the Works Progress Administration's plans to 
help millions of unemployed job seekers go back to work in the middle of the Great Depression. 

Since the New Deal, several modern-day subsidized jobs programs have developed. Bridge to 
Work is part of that greater family of programs, including: 1) the Work Opportunity Tax Credit, 
2) the Workforce Investment Act's (WlA's) 1998 version of what has been known for years as 
OJT (On the Job Training) subsidies, 3) the Welfare to Work tax credit, 4) Temporary Assistance 
to Needy Families funded state wage subsidies for welfare claimants, 5) Emergency TANF wage 
subsidies under ARAA, 6) US Department of Labor's 2010 grant for Ul wage subsidy experiments 
7) a handful of state-run wage subsidy programs for Ul claimants and 8) a variety of other wage 
subsidy and tax credit programs. 
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All of these programs tend to serve job seekers who are not likely to be hired in the job market 
without some further incentive to an employer to invest in the job seeker. 


Ul Specific Programs 

To our knowledge there have been four state wide Ul-specific wage subsidy programs in the US 
as well as a Ul-supported job-based training program called Georgia Works. The more 
significant programs are summarized below along with their notable outcomes. 

• Oregon JOBS Plus. For more than a decade, starting in the early 1990s, Oregon operated 
the first large scale Ul-specific wage subsidy program, that helped over 10,000 Ul claimants 
and created new jobs. Oregon's program showed clear evidence of not only improved 
employment results, but also a wage gain compared to similar nonparticipants. The 
program offered employers a $5 per hour wage subsidy and targeted claimants who had 
earned $15 or less in their prior job. Over 80% of participants landed jobs at program 
completion. And over 80% of surveyed participants said they approved of the program and 
would choose it again, if they could. 

• Georgia Works. Georgia has adopted an employer-based training program for its 
unemployment claimants called Georgia Works which was replicated in a handful of states 
including: New Hampshire, Missouri and North Carolina. The program allows Ul claimants 
to keep their benefit checks while they volunteer with an employer to gain job-based 
training for up to eight weeks. The program arranged workers compensation coverage 
through the state for participants and paid a stipend of $120 to participants to cover 
incidental costs. The stipend was later increased to $240- Through January of 2010, 
according to the Georgia Department of Labor, over 10,000 job seekers have participated. 
In that time, 6,105 people completed training and 3,363 landed jobs through the program. 
Another 1,170 job seekers landed jobs within the quarter after completing their training - a 
common benefit seen in similar programs. 

• Texas Back to Work. Texas launched its Texas Back to Work program in February of 2010 
and, that same year, it won DOL's Innovation Award for its innovative design. The program 
targets claimants who had earned $15 per hour or less and has now served over 20,000 such 
claimants. The subsidy is $2,000 for employers who hire a claimant for 16 weeks. The latest 
data shows over 3,000 employers participating, with 63% of job seekers successfully placed. 
For those completing the program nearly 80% were employed in the quarter following 
completion. Program earnings compared to previous job earnings were 99.4%. The Texas 
Back to Work model has since been replicated in Utah and Nevada. 


Outcomes 

Wage subsidy programs like Bridge to Work succeed for a variety of reasons. They: 

• Provide on the job training that often teaches skills that can best be gained on the job 

• Allow job seekers to gain a foot in the door with an employer for a low risk tryout for both 
the employer and the job seeker and 

• When designed well, they can be cost neutral or a cost saver, using current funds in a more 
strategic way 
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Job Seeker Outcomes. Wage subsidy programs have also proven their value in a number of 
other measures. Programs we have studied have demonstrated the ability to achieve the 
following outcomes for job seekers: 

• Job seekers employed immediately after participation > 80% * 

• Job seekers employed within 3 months after participation = 79% • 98% lv 

• Job retention at 1 year = 68% (vs. 58% for others) " 

• Wage gain over the year following participation > 15% v 

Employer Outcomes. Employer outcomes have been strong as well, including economic 
development impacts: 

• Small businesses (as well as large) have an opportunity for growth 

• Number of employers who said program helped costs, capacity and/or expansion > 80% 


National Activity 

National policy makers have also been involved at many levels in developing subsidized job 

opportunities in recent years. Several notable initiatives have been: 

• US Department of Labor Grants. In June 2010, the US Department of Labor Issued an 
innovative National Emergency Grants program for On the Job training. Since then 42 states 
have applied for grants to begin a pilot wage subsidy program for Ul claimants. 

• Congressional Efforts. Under ARAA, Congress provided funding for on-the-job training for 
welfare (TANF) claimants through the TANF Emergency Funds. 

• Cochran-Shaheen Bi-Partisan Bill. Senators Cochran and Shaheen introduced a bipartisan 
bill in June 2010 to expand Workforce Investment Act funds in a program somewhat similar 
to Bridge to Work under the guidelines of the WIA on-the-job training provisions. The bill is 
titled the On-the-job Training Act of 2010 and would empower local workforce staff. 

• Senator Al Franken Bill. Minnesota Senator Al Franken proposed a federal form of the 
1980s Minnesota MEED program that offered wage subsidies to employers. In the 111th 
Congress, he introduced the Cash for Jobs bill and is proposing that Congress appropriate $5 
billion for wage subsidy programs. 


The Bridge to Work Design 

The Bridge to Work proposal allows Unemployment Insurance ("Ul") claimants to continue to 
collect their Emergency Unemployment Compensation benefits while working for an employer 
for 38 hours per week for up to 8 weeks. The initiative would also fund any extra amount 
needed to make the benefits match the level of the minimum wage and it also allows the state 
funds to arrange and pay for Workers Compensation coverage for program participants. In 
doing so, the concept is a mix between the Georgia Works program, a traditional wage subsidy 
program and a government works program. 


5 



73 


American Institute 
' o« F ull Employment 


Comparisons - Georgia Works & Traditional Wage Subsidy Programs 

Bridge to Work is like Georgia Works in that it allows claimants to continue receiving 
unemployment benefit checks while learning a new job. But it differs form Georgia Works by 
adding traditional wage subsidy program elements. 

The first wage subsidy element is demonstrated by how Bridge to Work squarely addresses 
wage and hour requirements of DOL. It treats EUC benefits as wages and in doing so, makes the 
initiative a wage subsidy program for pay rather than solely a volunteer training program. 
Under the Georgia Works training program, US DOL interpreted federal wage and hour 
minimum wage law to require that an employer, who gives a participant a chance to learn a new 
job can: 


"derive no immediate advantage from the activities of the trainees or students; and on 
occasion his operations may actually be impeded.'" 1 

Bridge to Work overcomes this problem of requiring employer participants to expect no 
immediate advantage by making the unemployment benefit and the employer's pay combine to 
become wages for purposes of wage and hour laws. 

The second wage subsidy element of Bridge to Work is its requirement that employers to treat 
participating claimants like other workers by giving them a paycheck (if needed to meet 
minimum wage requirements). Bridge to Work is, however, unlike traditional wage subsidies for 
Ul claimants in that it splits the pay to the worker between two sources - an unemployment 
check and a paycheck from the employer. 

Last, Bridge to Work is like Georgia Works (but unlike traditional programs) in that it provides 
funds for states to purchase Workers Compensation for participating workers. 

Comparison to Tax Credit Programs 

Bridge to Work and the four state Ul-focused programs are related to but different than most 
tax credit programs that target job growth in that they use a current funding stream more 
effectively to create savings to the underlying program. Wage subsidies also tend to allow local 
workforce staff to tailor each opportunity to match the individual and the employer involved. 

Wage subsidies can involve more administrative costs than tax credits, but they also tend to 
support employer cash flow better by timing payments with actual expenditures, a feature 
important to small businesses in particular, where most job growth occurs. Despite the 
advantages wage subsidies may have, tax credit programs can also be a valuable way to 
accomplish similar goals if structured properly. 


Opportunities to Improve Bridge to Work 

In making recommendations to improve the Bridge to Work program, we rely on our studies of 
the four Ul-focused wage subsidy programs noted above - Oregon, Texas, Utah and Nevada * as 
well as the Georgia Works program. From these five programs and many other wage subsidy 
programs targeting other populations, we have learned the following keys to a well designed 
program. 
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Consider carefully how attractive a program must be to gain momentum with employers. 
Attractiveness of program design can affect: 1) how much the state must spend on 
administrative costs such as marketing to employers and 2) how likely the subsidy is to actually 
incentivize an employer to provide a new opportunity and training, rather than simply providing 
a subsidy for hiring a jobseeker an employer would have hired without the subsidy. Three 
primary attractiveness opportunities follow: 

1. Keep it Simple. One key question for any program hoping to attract employers to 
voluntarily participate is its simplicity. Subsidy simplicity can be driven by a number of factors, 
including the nature and number of mandates and documents involved. In our work in the field, 
employers we have interviewed have repeatedly told us that simplicity of requirements and 
paperwork are the top reason they might participate in one program, but not another. 

Bridge to Work includes an employer mandate that none of the four state Ul experiments or 
WlA's OJT included. It requires employers to hire a claimant within 24 weeks of the employer's 
participation in the program. It seems to suggest that a mandate is needed to guard against 
employer abuse and/or to guarantee outcomes. 

Section 324 (j) of the Bridge to Work proposal provides that: 

"If, after 24 weeks of participation in the program, an employer has not made an offer of 
suitable long-term employment to any individual described under subsection (c)(1) who was 
placed with such employer and has completed the program, a State shall bar such employer 
from further participation in the program. States may impose additional conditions on 
participating employers to ensure that an appropriate number of participants receive offers 
of suitable long term employment.” [emphasis added) 

While permanent hires are a good post-program measure of success, they are poor as a pre- 
program mandate. The core of any wage subsidy program is to encourage employers with a 
financial incentive to take a chance on a job seeker who the employer would not otherwise give 
an opportunity. 

As written, the restriction does appear (intentionally or unintentionally) to include a loophole. 
Employers who have a participant who is not working out may simply terminate the participant 
one day before they have "completed the program" and their try out ends to avoid the onerous 
mandate of keeping an employee who is not working out or being barred from giving any other 
job seekers a chance under the program. 

The loophole could make the provision workable for employers who understand it, but will likely 
have a chilling effect on employer participation, driving up marketing costs to recruit employer 
participants in Bridge to Work and threatening the cost effectiveness and variety of job seeker 
opportunities in the program. 

Our program experience suggests that: 1) employer abuse is not normally problematic, 2) a 
hiring mandate may have no positive impact on outcomes and 3) there are better ways to guard 
against the possibility of employer abuse. 
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Program Abuse is Rare. According to our interviews of Oregon agency staff over many years, 
the program experienced very little employer abuse in its decade of operation. Georgia and 
Texas staff also have indicated that they have procedures to review employer abuse, but they 
too did not have a one-size-fits-all mandate. Other programs such as WIA OJT and the various 
state programs seem to rely on the inherent interest employers have to hire those they invest in 
if there is a good fit. Indeed 80% of claimants who can’t otherwise land a job do get hired after 
participating in those programs. 

Mandates Appear to Have Little Intended Effect. Wage subsidy programs with employer 
mandates to hire compared to nonmandatory programs appear to have no measurable impact 
on employment results of participants to offset the cost of chilling employers’ willingness to 
participate in a program that is valued at just $2,400.”“ 

Other Programs Have Developed Local Controls. Other programs have governed abuse by 
giving local workforce agency staff discretion to prohibit employers who are not meeting the 
intent of the programs the authority to temporarily or permanently suspend an employer from 
participating. 

Oregon's program gave discretion to local agency to develop rules to allow staff to bar an 
employer from further participation in the program if the employer failed to meet the intent of 
the program. 

"ORS 411.892 Employer eligibility; job requirements; program participant eligibility; 
termination of participation; job assignment; exemptions; wages; reimbursement of 
employers. (l)(a) All employers, including public and private sector employers within the 
State of Oregon, are eligible to participate in the JOBS Plus Program. The Department of 
Human Services or Employment Department, as appropriate, shall adopt by rule a 
method to disqualify employers from participating in the program." 

Recommendation 1: Eliminate the employer mandate to hire and give states the flexibility to 
design program safeguards at the state level based on their own state needs. 


2. Increase Flexibility of the Subsidy Length. Bridge to Work targets long term 
unemployed job seekers who often lack required skills and/or experience to be hired. For 
employers, the equation in making a hire is driven by whether the subsidy is sufficient to make 
the employer's risk and investment worthwhile. 

The Workforce Investment Act addresses the length of a wage subsidy by allowing the local 
agency to set the time to match the time needed to learn the job. This allows those closest to 
the job seeker and the employer to optimize the program, paying enough to incentivize a new 
job opportunity, but not more than is necessary. Under WIA, the wage subsidy is typically 
available for up to six months and is determined by staff: 

"(c) An OJT contract must be limited to the period of time required for a participant to 
become proficient in the occupation for which the training is being provided. In 
determining the appropriate length of the contract, consideration should be given to the 
skill requirements of the occupation, the academic and occupational skill level of the 
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participant, prior work experience, and the participant's individual employment plan. 
(WIA sec. 101(31)(C)T 

Recommendation 2: Increase state flexibility to allow the wage subsidy to be up to 13 weeks 
to match the 90-day probationary period used by many employers, to allow opportunities for 
participants to learn higher skilled jobs and to allow state staff greater flexibility to optimize the 
match between job seekers and job opportunities. This local control will allow Bridge to Work to 
be effective in meeting employer needs while maximizing program savings. 


3. Simplify Funding Sources. Bridge to Work splits a job seeker's income between Ul 
benefits and employer pay to meet minimum wage requirements. In doing so. Bridge to Work 
may unnecessarily complicate administration of the program and subtly downplay the desired 
end result and normal likelihood that the worker will finish the program and have a paycheck 
going forward, rather than go back to collecting unemployment benefits. 

Ideally, the program should allow a seamless and transparent transition for workers whether 
they are receiving support from a wage subsidy or have already been hired on to continue 
working for the employer. In this way, the program can also promote the idea of one class of 
workers for the employer from a human resources standpoint. 

The split of funding and treatment of benefits as wages also creates other complicating 
questions, not involved in other wage subsidy programs, such as: 

■ Whether benefits paid will be subject to withholding taxes for: income, Medicare and Social 
Security, FUTA or SUTA 

■ Who the employer is - the state agency, federal government or the on site employer 

• How are the benefits/wages treated when determining chargeable employer for later 
unemployment insurance claims 

Recommendation 3: Eliminate the complication of two payors for the worker by paying the 
subsidy directly to the employer and requiring the employer to give the worker a paycheck like 
any other new worker. This can be done by simply allowing states to use the EUC funds in the 
manner described. 

Sample language to accomplish a more simple funding approach is: 

"A State may provide a wage subsidy, for the benefit of claimants of emergency 
unemployment compensation benefits, to employers willing to provide on-the-job 
training opportunities for such claimants from such claimants' emergency 
unemployment compensation account funds. The State shall limit its use of emergency 
unemployment compensation account funds for wage subsidies to the total amount that 
participating claimants are expected to average in emergency unemployment 
compensation account claims without the wage subsidy assistance. " 

This approach will guarantee cost neutrality and should promote strong savings in the program 
as outlined in Appendix A. 
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4. Allow Early Intervention. The net cost of a wage subsidy program can determine 
whether it becomes a legacy or a loser. A significant driver of net costs is the time at which a 
claimant is targeted to enter the program. This governs how many weeks of benefits can be 
saved by an earlier return to work. 

Bridge to Work makes program eligibility turn on EUC eligibility. This unfortunately means that 
a claimant must exhaust their regular Ul benefits (typically 26 weeks) before having a chance to 
try a different reemployment strategy. 

States can improve outcomes by using the program earlier. It is generally accepted that 
claimants have a better chance at gaining reemployment early in their unemployment spell. So, 
it seems natural that the program should be available to Ul claimants before they exhaust their 
first six months of claim eligibility. Providing the program earlier will accrue savings not only to 
federal EUC funding, but also to state Ul Trust Funds. 

Early intervention is used in at least one other major workforce program. TANF allows 
individuals at risk of becoming TANF claimants to be served proactively before the individual 
finds themselves in the throes of needing income support. 

Early intervention not only will drive better government savings, it will also help claimants avoid 
long unemployment spells with benefits that pay less than less than half their former wage. 

States can design early intervention strategies with Bridge to Work around the state's current 
"worker profiling" program that identifies claimants most likely to exhaust their claims early in 
their unemployment spell. Profiling is typically done in the first weeks of a claimant's 
application for benefits and allows states to target their own programs more strategically. 

Recommendation 4: Allow states to offer Bridge to Work to claimants as early as they can 
identify likely exhaustees and users of the EUC in a way that maximizes claimant opportunities 
and generates a positive return on investment from the program. 


Impact 

As we noted. Bridge to Work is a notable opportunity to change the dynamic of our long term 
unemployed by offering more hope and flexible approaches. It is important not to miss the 
enormity of the opportunity. 

We estimate that Bridge to Work can provide opportunities to 300,000 to 400,000 long term Ul 
claimants each year and, in doing so, save the federal government over 1.5 billion dollars. 

For states, it represents freedom to innovate. State programs have succeeded but have been 
hamstrung due to a lack of funding. They are requesting more flexibility from the federal 
government. For all states, a well designed Bridge to Work program can provide the following 
benefits: 
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1. Economy - Stability Plus Growth - Bridge to Work, amended as recommended in this 
testimony, will target growth through jobs, double the economic stabilizer effect and increase 
production. 

• Economy - Double the Cash - To the extent Ul benefits fuel the economy, the program will 
more than double that impact because wages paid by employers to hire claimants will be 
over double the amount of the benefits (Ul replacement rates are less than 50% of a 
claimant's prior wage), with employers paying the other half in exchange for the added 
productivity they receive from a new worker. 

• Production Increased - With the program, money spent on benefits will directly increase 
economic production because claimants will work instead of remaining unemployed, 
unproductive and waiting for work. Add to this: 1) the multiplier effect, 2) tax revenue on 
wages paid and 3) savings to the Ul Trust Fund, and the impact will be substantial. 

2. Claimants - Doubled Income. Claimants normally receive an average of less than 50% 
of their prior wage. By helping them obtain jobs with a wage subsidy, they can double the 
income they would otherwise receive in unemployment benefits, while significantly increasing 
their likelihood of landing a permanent position by providing new work experience, job specific 
training and a new connection with an employer. 

3. Businesses - Available to All. The program will let nearly every employer participate. 
This means that nearly any employer that wants to add an employee can have substantial help 
in doing so. This will have a strong impact on economic stimulus. 

4. Minimum Impact - More Job Seeker Income, Experience and Growth. In the worst 
case scenario, a job seeker would work for two to three months and not get a job. But 
compared to merely receiving Ul benefits and having no work, the job seeker would have twice 
as much income in that time, two to three months of added experience and training and a 
connection with another employer. Meanwhile employers and the economy gain two to three 
months of production and growth. 


Additional Innovative Programs 
and Enhanced Reemployment Strategies Provisions 

The Jobs Act includes two other provisions we have reviewed, referred to as "Additional 
Innovative Programs” and "Enhanced Reemployment Strategies". These provisions both would 
allow states to apply to the Secretary of Labor to implement other strategies designed to 
reemploy EUC claimants. Again we applaud the administration on the option for states to apply 
for innovative program authority. 

Recommendation 1: We support the flexibility states would have under these provisions, and 
suggest simply adding a requirement that all proposals submitted be reviewed for fiscal impact 
to determine if they would improve reemployment and reduce claims sufficiently to pay for the 
program proposed. 
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Overall, the Ul program nationally locks up funds in silo categories of activities that encourage 
administrators scratching their heads, trying to find loopholes so they can be more effective in 
their jobs. US DOL has done a nice job of promoting reemployment among states in recent 
years, but without some flexibility to fund reemployment, the Department is hamstrung. States 
constantly tell us they would like to be more innovative, but that they don't have the flexibility 
to do so. 

An example of greater flexibility that would harmonize with the Bridge to Work proposal is to 
allow states to use the program for their state run regular Ul programs. Currently over half of all 
claimants exhaust their claims. Even in a much better economy, approximately one in three 
claimants exhaust. Bridge to Work should a regular part of state programs. 

Recommendation 2: Allow states the option to use their Ul Trust Fund benefits to fund the 
proposed Bridge to Work program for their regular Ul program, with the improvements noted 
here. To ensure it is a cost saver, Congress should: 1) cap program use at 2% of Ul benefits, 2) 
require it to be targeted to the likely to exhaust through current profiling systems and 3) offer it 
only to claimants with at least 18 weeks of regular Ul remaining to save. 


Conclusion 

Since the Works Projects Administration of the 1930s, the US has experimented successfully 
with a number of subsidized work programs, from WIA to WOTC to TANF and other acronyms in 
between. Drawing on these program findings, Bridge to Work can be the most significant job 
creation program we’ve seen. It can create hundreds of thousands of jobs for our long term 
unemployed if properly adjusted to maximize its impact for job seekers, employers and state 
and federal budgets. 

To maximize its impact, we recommend that the Bridge to Work program be adjusted to: 1) 
eliminate the employer mandate, 2) simplify funding flow by letting employers pay the full 
wage, 3) increase the flexibility in the subsidy from a maximum of 8 weeks to 13 weeks, and 4) 
give states the flexibility to help claimants earlier than six months into their unemployment 
spells. 

We also recommend that the innovation and reemployment strategies provisions of the 
American Jobs Act: 1) give states the flexibility to innovate where they can show a positive hard 
dollar return on investment and 2) extend the Bridge to Work program to the regular Ul 
program as a first step for Congress in granting state reemployment program flexibility. 
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End Notes 


‘ This data is sometimes called the replacement rate. It is calculated by dividing Average Weekly Wage 
(AWW) of claimants by their Average Weekly Benefit Amount (AWBA). According to US DOL ETA 
http://www.workforcesecurity.doleta.gov/unemploy/content/data.asp, for the 12 months ending in June 
2011, the average benefit amount was $295.60. Divided by the average weekly wage (AWW) for that 
time period of $885.58, the average "wage replacement rate" is 33.4%. This data represents an average 
for the population. 

" US average duration for the 12 months ending June 2011 was 18.0 weeks, US DOL ETA Unemployment 
Insurance Data Summary Report, http://www.workforcesecunty.doleta.gov/unemploy/content/data.asp. 
Tier 1, 2 and 3 average duration for the period 9-10 • 8-11 was 30 weeks. To be eligible for EUC, claimants 
must exhaust regular claims, which average close to 26 weeks, yielding a total of approximately 56 weeks. 
US DOL ETA Emergency Unemployment Compensation 2008 (EUC08) and Federal-State Extended Benefit 
(EB) Summary data for State Programs at http://www.workforcesecurity.doleta.gov/unemplov/euc.asp . 
This calculation of duration and claim amount does not include EUC Tier 4 benefits or Extended Benefits. 

* "Jobs for the Poor, Can Labor Demand Policies Help," Timothy J. Bartik. W.E. Upjohn Institute for 
Employment Research and the Russell Sage Foundation, 2001. 

* Oregon Employment Department report on JOBS Plus, Fall 2004, p. 7. 

v Oregon Employment Department report on JOBS Plus, Fall 2004, p. 7; Wage gain of $1.63 per hour, 
related to average wages of $10.01 per hour. Wage data from October 2001 - December 2002. 

* US DOL Training and Employment Guidance Letter No. 12-09, January 29, 2010, p. 8. 

The only study we are aware of regarding mandates for large scale programs was in two wage subsidy 
programs in the 1980s and 1990s - Minnesota's MEED program and Oregon's welfare program. Oregon 
employers asked that there be no mandate. Minnesota, according to the Upjohn Institute, had mandates 
requiring employers to make hires and retain employees. However, the Minnesota program did not 
achieve any statistically better results than the Oregon program which did not impose the employer 
burden. "Jobs for the Poor, Can Labor Demand Policies Help," Timothy J. Bartik. W.E. Upjohn Institute for 
Employment Research and the Russell Sage Foundation, 2001. 
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Chairman DAVIS. Thank you very much, Mr. Peitersen. 

Mr. McConnell. 

STATEMENT OF CHRIS McCONNELL, WORKFORCE 
CONSULTANT, ALLIEDBARTON SECURITY SERVICES 

Mr. MCCONNELL. Thank you for the opportunity to testify 
today. I would like to offer some observations from a private sector 
employer’s experience working with many local workforce agencies 
to recruit folks on UI and other federal benefits. 

I provide general consulting services and project management to 
public, private, and non-profit clients in the area of housing, 
human services, and workforce development. For the past four 
years, AlliedBarton Security Services has been one of my clients. 
AlliedBarton has over 50,000 employees, and 100 offices located 
across the United States. As such, AlliedBarton is a significant 
entry level employer in scores of local labor markets. 

We recruit almost exclusively for security officers. These are full- 
time jobs with benefits, including health care after 90 days. We 
also promote from within, and can provide a clear career ladder 
from security officer to supervisory and management positions. My 
role with AlliedBarton is to help them make links with local work- 
force agencies, and identify policies and programs that help us re- 
cruit good staff and, whenever possible, defray the costs of recruit- 
ment, staff training, and wages. 

In light of our experience in this realm, I would like to share just 
a couple of thoughts on our interaction at the local level over the 
past four years. 

Short-term funding windows can be very problematic to admin- 
ister down on the ground. And in this respect, I would ask you to 
be mindful of how difficult the process can be for getting funds 
from here through the state capitals and down to the counties and 
cities. 

Two weeks ago I was in a meeting just outside of Detroit, and 
they wanted us to hire 20 people in 10 days, because one of their 
on-the-job training budgets for displaced workers on UI would be 
up at the end of the month. We would have loved to, and we will 
eventually hire those folks. But it might take us a couple of months 
or more, depending upon what our recruitment flow is like. 

Another issue is how certain funding streams are only allowed to 
be applied to certain groups of people, like those with a longer du- 
ration on UI. As an employer, we need to see the people that best 
fit our job opportunities, regardless of when they might have lost 
a job, or what their benefit status might be. So it is frustrating for 
all of us down on the ground when a local job developer has to tell 
my recruiter that, “No, we can’t get some help with the training 
costs on these folks, because they have only been out of work for 
X number of months, as opposed to this other group of folks who 
have been out of work Y number of months.” 

Of all the programs we have worked with across the country — 
and we have worked in New York, Pennsylvania, Ohio, Michigan, 
Texas, Illinois, and many, many others, wage subsidy is the best 
one that we found. Incentives like wage subsidy do exactly what 
they are meant to do. They give an employer a reason to look a lit- 
tle harder at a particular individual. Let me be clear. Like most 
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employers, we have plenty of applicants these days, in some dis- 
tricts as many as 30 for each job opening. So if the federal or local 
government wants us to focus on particular folks, well, these incen- 
tives are a good place to start. 

Plus, when we generate revenue from an area of our business 
where we had never expected to generate revenue, this improves 
our bottom line, makes us more competitive, which, in turn, makes 
it easier for us to grow our business and hire more people. Hope- 
fully, via these same programs. 

Wage subsidy programs tend to be cleaner. We hire, we pay our 
employees the rate and duration of the subsidy, as previously es- 
tablished. There is nothing that gets in the way of the employer- 
employee relationship. And this is key for us, as I would imagine 
it is for many employers. We like hiring people. We want to pay 
them a prevailing wage, train them effectively, and hold them ac- 
countable for their work. This is what we do, and we are good at 
it. Wage subsidy respects that relationship like no other program 
available. 

And from a less self-interested perspective, I would maintain 
that another strength of wage subsidy is that it is a post-employ- 
ment program. The government funding comes through in direct 
relation to the money that the former UI recipient is earning. 

Lastly, I would comment on any program models that you’re 
looking at that keep folks on benefits and also try to put them in 
the workplace. For my client, AlliedBarton, any program like this 
is a no-go proposition. Because, from a legal standpoint, we can’t 
have anybody working or performing job functions that isn’t a di- 
rect employee. And I would imagine that we are probably not the 
only employer that would say something like that. 

Thank you very much. 

[The prepared statement of Mr. McConnell follows:] 



CM Consulting Inc. 
91 Cambridge Place 
Brooklyn NY 11238 
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0 718 857 6591 
C 347 683 4772 
mcconnellchris@mac.com 


October 6, 2011 


TESTIMONY OF CHRIS MCCONNELL 
PRESIDENT, CM CONSULTING INC. 

WORKFORCE CONSULTANT TO ALLIEDBARTON SECURITY SERVICES 
BEFORE THE HOUSE WAYS AND MEANS COMMITTEE, 
SUBCOMITTEE ON HUMAN RESOURCES 


Hearing on Moving from Unemployment Checks to Paychecks: 

Assessing the President’s Proposals for Help the Long-Term Unemployed 


Thank you for the opportunity to testify today. 

With my testimony I'd like to offer some observations from a private sector employer’s 
experience working with many local workforce agencies to recruit folks on Ul and other 
federal benefits. 

Through my firm, CM Consulting Inc., I provide general consulting services and project 
management to public, private and non-profit clients in the areas of housing, human 
services and workforce development. I have been involved with this type of work for 
twenty five years, and although based primarily in New York City, have had the pleasure 
of representing clients throughout the country. 

For the past four years, AlliedBarton Security Services has been one of my clients. 
AlliedBarton Security Services, headquartered in Conshohocken, PA is the largest 
American-owned security officer services company. AlliedBarton has over 50,000 
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employees and 100 offices located across the United States. As such, AlliedBarton is a 
significant entry-level employer in scores of local labor markets. 

We recruit almost exclusively for Security Officers. These are fulltime jobs with benefits, 
including healthcare after ninety days. We consider ourselves the premier training 
company in our industry, and have been recognized as one of Training magazine's 'Top 
125' for six years in a row. Our training expertise allows us a little more leeway in terms 
of our ability to recruit new staff with unrelated or even limited prior work experience. 
We also promote from within and can provide a clear career ladder from security officer 
to supervisory and management positions. 

My initial work with AlliedBarton helped them to recognize the company’s value to local 
workforce development. In turn, AlliedBarton has made a commitment at the corporate 
level to develop relationships that can most benefit the long-term success of the 
company by taking advantage of employer incentive programs and reaching out to new 
pools of potential employees. This is something the company had never before 
attempted in any coordinated manner. 

My role with AlliedBarton is to help them make links with local workforce development 
agencies and identify policies and programs that help us recruit good staff, and, 
whenever possible, defray the costs of recruitment, staff training and wages 

I have introduced AlliedBarton to various programs that incentivize the hiring of Ul 
recipients and folks on other federal benefits. Our relationships with local workforce 
development agencies, whether offered by the public sector or their vendors, have been 
instrumental in our recruitment of thousands of new employees who had previously been 
on Ul or other federal benefits. 

In light of our experience in this realm. I'd like to share of some thoughts on our 
interaction at the local level and the kinds of programs we find most effective. 


Success is Based on Local Relationships 

Even in today's economy, it is rare for AlliedBarton to have a district office that ever truly 
stops recruiting. This is due partly to our size, when you have 50,000 employees there 
will always be attrition. But it is also due to our status as an entry-level employer. And 
when I mention entry-level, I mean that most of our new employees are either entering 
the workforce or just entering our industry. This puts us square on the first rung of the 
career ladder, or of a new career ladder 

As an employer, this is not the easiest place to be. But it also makes us awfully useful 
to the folks that are trying to help Ul recipients get back to work. 

Unfortunately, it is rare for our district managers, recruiters or human resources directors 
to be aware of the types of programs that are offered by the local workforce 
development agency. Some of this is due to how well the programs are publicized, 
some of this is certainly down to how well our staff are actively seeking out these 
services. Irrespective, it's part of the reason that I have a job. So through my 
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experience of working with the public sector, with various state agencies, Workforce 
Investment Boards, and local program providers, I can usually get the lay of the land in 
one of our districts much more quickly than our staff on the ground. 

This disconnect between what local programs are available to employers and whether 
employers are aware of the programs has been particularly troublesome in the past 
couple of years when different streams of stimulus money have landed first on the 
states, then on the local Workforce Investment Boards. In this respect, I would ask you 
to be mindful of how difficult the process can be for getting funds from here, through the 
state capitols, down to the counties and cities, then tunneled through their programs to 
employers like me in the hopes of helping folks secure jobs. 

This process can take some time. And sometimes the time limits put on the money put 
local workforce development agencies under immense pressure. The Federal 
Government might set a window of eighteen months for a new budget for a new program 
design to get spent, but by the time the money gets down to the ground, six months 
might be gone. And then a stretched staff at a county employment office or a non-profit 
running a jobs program has to take on something new, sometimes unfamiliar, market it 
to employers and make it happen in a very short time. Or they lose the money, and of 
course, that’s the last thing anybody wants. 

We’ve come across this issue many times. Two weeks ago I was in a meeting just 
outside of Detroit, and they wanted us to hire twenty people in ten days because one of 
their On-The-Job-Training budgets for displaced workers on Ul would be up at the end of 
the month. We would have loved to. And we will, eventually, but it might take us a 
couple of months or more, depending upon how recruitment flows, but no subsidy for 
wages or training can drive when we have positions available. 

So while we understand that the federal government certainly has to have limits to 
budgets and the availability of budgets, we also contend that an eighteen month window 
in Washington DC can end up being half that or less for an employer trying to access 
that program down on the ground, and we hope that you take this into consideration with 
the JOBS Act. 

Another issue is the flexibility on the types of programs that states and local workforce 
agencies are allowed to offer employers. In our view, the more local latitude in this 
respect, the better. Local workforce agencies are trying to get folks back to work, we’re 
trying to hire them. We both have our preferences for how to do this most effectively, 
often based on staff and administrative factors. So please be mindful of how prescriptive 
the Federal Government is, as this can often create hurdles down on the ground. 

A good example of this is how certain funding streams are only allowed to be applied to 
certain groups of people, like those with a longer duration on Ul. As an employer, we 
need to see the people that best fit our job opportunities, regardless of when they might 
have lost a job or what their benefit status might be. So it's frustrating for all of us down 
on the ground when a job developer has to tell my recruiter that, no, we can’t get some 
help with training costs on these folks because they’ve only been out of work for X 
number of months as opposed to these other folks who have been out of work Y number 
of months. 
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Also, this seems to be a stipulation that can't possibly take into account the makeup of 
the Ul population in any one area and doesn't allow the local workforce agency to tailor 
programming to that particular Ul population and the local labor market that will 
potentially get them back to work. 

Wage Subsidy is Preferred 

As I mentioned earlier, our goal in working with local workforce agencies is to identify 
programs that help us to recruit good people, and whenever possible, defray the costs of 
recruitment, training and wages. 

AlliedBarton has made great use of programs where local agencies have had the 
flexibility to develop incentives for hiring Ul recipients. We have been involved with 
Wage Subsidy and On-The-Job-Training (OJT) programs in New York, Pennsylvania, 
Ohio, Michigan, Kentucky, North Carolina, Illinois, Oklahoma, Colorado, Texas. 
Washington Oregon and California, among a few others. 

Incentives like Wage Subsidy or OJT do exactly what they are meant to do; give an 
employer a reason to look a little harder at a particular individual. Let me be clear, like 
most employers, we have plenty of applicants these days. In some districts, as many as 
thirty for each job opening. So if the federal or local government wants us to focus on 
particular folks, well, these incentives are a good place to start. 

Plus, when we generate revenue from an area of our business where we had never 
expected to generate revenue, this improves our bottom line and makes us more 
competitive. Which in turn makes it easier for us to grow our business and hire more 
people. Hopefully via the same programs. 

We have had success with both types of programs, but certainly have a preference for a 
Wage Subsidy. 

Wage subsidy programs tend to be cleaner. And the easier it is to administer a program, 
from our perspective, the more likely it will be for us to have success in hiring. I have 
been in plenty of meetings with local workforce agencies where we have offered to take 
a lesser subsidy in return for some procedural changes that would make the program 
easier for us to use. So it's not size, but simplicity. 

Wage Subsidy programs are just that, we hire, we pay our employees, the rate and 
duration of the subsidy is previously established, and we invoice as appropriate. There 
is nothing that gets in the way of the employer/employee relationship. This is key for us, 
as I would imagine it is for most employers. We like hiring people, we want to pay them 
a prevailing wage, train them effectively and hold them accountable for their work. This 
is what we do and this is what we are good at Wage Subsidy respects that relationship 
like no other program available. 

From a less self-interested perspective, I would maintain that another strength of Wage 
Subsidy is that it is a post-employment program. The government funding is spent only 
in direct relation to the money that the former Ul recipient earns. 

Similar, though in our estimation not quite as easy to use, is the On-The-Job-Training 
program. AlliedBarton has used OJT in many states. And while we are a great training 
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company, and have some success with it, the program is certainly more difficult to use 
than a straight Wage Subsidy. Essentially, OJT will return a percentage of the wage to 
the employer for the duration of an agreed training period while the former Ul recipient is 
an employee of our company. 

This arrangement necessitates the negotiation of an OJT outline that identifies the scope 
of the training. While certainly not insurmountable, it is another layer of administration to 
the process, and on more than one occasion, I have had our staff trainer wonder aloud 
how workforce professionals with little familiarity with our business can be making such 
assured determinations on the value of our in-house training. 

I can only imagine how difficult it must be for small or mid-size companies where training 
is less standardized, and runs on more of a mentoring model, where a more seasoned 
employee is assigned to ‘show you the ropes’ for the first few weeks or months of work. 

Unfortunately, as OJT has been around for many years, it's reputation with many 
employers is still that of the past, when it was typically an even more cumbersome 
program. In fact, one of our obstacles in currently working with OJT is that so many of 
our recruitment managers had bad experiences with OJT in the past, inside and outside 
of the security services industry, and I had to go through a reeducation process to get 
them to try it once more. 

Finally, I'd like to touch on the “Bridge to Work” model. For AlliedBarton, these types of 
programs where somebody is training with us while receiving Ul are a no-go proposition. 
Legally, we can’t have anybody standing post as a security officer unless we employ 
them. I would imagine that we aren’t alone in this sense. 

We're also very conscious of equity in the workplace. We want to treat all of our 
employees with the same set of rules and employment conditions. A program like Wage 
Subsidy is the most effective way for us to take advantage of an incentive because the 
employee is being paid and supervised just like all of their peers. 

One last element of some of the programs we’ve run across is the employment 
mandate, whereby the employer must provide some sort of guarantee that once the 
period of subsidy or training is finished that the client will automatically be offered 
employment. 

First of all, if somebody makes it through subsidized wage period or OJT term as an 
employee of good standing, the last thing we would ever want to do is let them go. That 
individual has proved herself to us, and we want to keep her, keep training her, and 
make her the most productive employee we can. To do otherwise, in our estimation, is 
simply bad business. 

On the other hand, the nature of our business, like any business, can be difficult to 
predict. We gain business, we hire more people. We lose business and unfortunately 
we have to let people go. Which is why a guarantee of employment is conceptually 
impossible for us, and something we could never legally agree to. Again, I would 
imagine we aren’t the only employer who would maintain this position. 


What we can guarantee, and have guaranteed, is that If somebody finishes their 
subsidized wage or OJT term and we have work for them to do, they will work for us. 
And this tends to be the case about 99% of the time. 

FHopefully the dialogue on these types of programs will be ongoing, as we feel that Wage 
Subsidy in particular is something that every local workforce agency should have as a 
tool to deal with the dilemma of unemployment in its community. 
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Chairman DAVIS. Thank you very much, Mr. McConnell. You 
may have heard the buzzer several minutes ago during Mr. 
Peitersen’s testimony. That signals the beginning of this very long 
vote series. Rather than hold you hostage for about 90 minutes, I 
think what we are going to do — as I mentioned, the possibility at 
the beginning of your testimony — we will be submitting questions 
to you for the record. We would appreciate a response back in writ- 
ing. 

I look forward to a continued dialogue on this critical issue. 
Ranking Member Doggett and I are both personally committed to 
finding creative ways to address both the inefficiencies and the 
process problems within the government space, and ways to help 
folks find a path back to work very quickly. 

And I appreciate your testimony today, your time invested in 
this. This will be an ongoing dialogue. And again, thank you very 
much. 

This concludes the hearing today. 

[Whereupon, at 10:35 a.m., the subcommittee was adjourned.] 

[Questions for the Record follow:] 
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October 13,2011 


The Honorable Jane Oates 
Assistant Secretary 

Employment and Training Administration 
U.S. Department of Labor 
200 Constitution Avenue, N.W. 
Washington, D.C. 20210 


Dear Ms. Oates: 

Thank you for testifying at our subcommittee hearing assessing the President’s proposals to help 
the long-term unemployed. We appreciated your expertise as we review the President’s proposals 
designed to help long-term unemployed individuals return to work. 

In order to complete the record of the hearing, please respond to the following questions no later 
than Thursday, October 27, 2011: 

1 . Back in the President’s September speech to Congress, he hailed the proposals that were the topic 
of our Subcommittee hearing as the "the most historic overhaul of UI since its inception." But 
the details of the proposals suggest they are all be temporary (that is. they arc generally tied to the 
temporary Emergency Unemployment Compensation program, which the President’s proposal 
would extend one year through December 2012). Meanwhile, the permanent State UI program 
remains the same, a system that can only pay weekly unemployment benefit checks even if States 
think there is a better way to help the unemployed return to work quickly. What exactly is the 
“historic overhaul" part of the President's proposal? What of the changes in the proposal will still 
be in effect in 2013? 

2. I note the part of your testimony about the supposed multiplier effects of spending on UI benefits, 
citing work by CBO and others. 

I have a different question about the employment effects of extended UI benefits. Docs the 
Department of Labor know how many people have gone to work while collecting extended 
unemployment benefits in recent years? If so. can you project the number of people who can 
reasonably be expected to return to work next year while collecting extended Federal 
unemployment benefits, if they are extended for a 10* lime? 



Separately, if Congress docs not extend unemployment benefits again - can you project how 
many long-term unemployed people who might otherwise have collected benefits would go to 
work, if these benefits are not extended? 


3. The Administration's latest jobs plan would maintain the current ''three year lookback" 
determining where up to 20 weeks of Federal Extended Benefits arc paid. The practical effect is 
that by next summer very few States will be paying benefits under that program, cutting the 
maximum weeks of Federal benefits from 73 weeks to 53 weeks. That in turn will reduce the 
maximum weeks of total UI benefits from 99 weeks to 79 weeks. 

If unemployment rates stay in the range currently forecast by the Administration, do you agree 
that the practical effect of the Administration’s proposal would be to reduce the maximum weeks 
of all UI benefits from 99 weeks now to 79 weeks next year? 

4. In the 2009 stimulus law, states were provided shares of a one-time $7 billion fund if they 
expanded UI eligibility in various ways, such as covering people who were looking for only party 
time work, or who quit their prior job for certain “compelling" reasons. 

How many additional individuals have received UI benefits as a result of these “modernization" 
expansions? 

How much in additional State UI benefits have they been paid to date as a result of these 
expansions? 

How much in additional Federal extended UI benefits have they been paid to date as a result of 
these expansions? 

The Committee relics on electronic submissions for printing of the official record. Therefore, 
please send an electronic submission in Word format to timothy.ford@mail.housc.gov. If you have any 
questions concerning this matter, please feel free to contact Matt Weidingcr or Anne DeCesaro of my 
staff at (202) 225-1025. 

Again, many thanks. We will continue to be in touch with you if we have questions about your 
recommendations. 


Sincerely, 
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U.S. Department of Labor 


Assistant Secretary tor 
Emptoymont and Training 
Washington. D,C. 20210 


NOV 18 2011 



The Honorable Geoff Davis 
Chairman 

Subcommittee on Human Resources 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Chairman Davis: 

Thank you for the opportunity to testify at the hearing held on October 6. 201 1, assessing the 
Unemployment Insurance (UI) provisions in the American Jobs Act of 201 1. 

In order to complete the record of the hearing. I am enclosing my agency's response to the 
questions you and Congressman Reed had with regards to the President's proposals as they relate 
to the UI program. 

We welcome the opportunity to work with Congress on legislation that addresses the needs of 
the long-term unemployed. 

If you have additional questions, you may contact Mr. Adri Jayaratne. Senior Legislative Officer. 
Office of Congressional and Intergovernmental Affairs, at (202) 693-4600. 


Sincerely. 



Assistant Secretary 


Enclosure 
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Questions and Answers 
Committee on Ways and Means 
Subcommittee on Human Resources 
Ren. Davis . Subcommittee Chairman 

October 26,2011 


PARTI 

Question 

Back in the President s September speech to Congress, he hailed the proposals that were 
the topic of our Subcommittee hearing as " the most historic overhaul of UI since its 
inception " But the details of the proposal suggest they are all [to] he temporary { that is. 
they are generally tied to the temporary Emergency Unemployment Compensation 
program, which the President s proposal would extend one year through December 
2012). Meanwhile, the permanent state Ul program remains the same, a system that can 
only pay weekly unemployment benefit checks even if States think there is a belter way to 
help the unemployed return to work quickly. 

What exactly is the " historic overhaul" part of the President 's proposal? 

Answer 

As I mentioned in my testimony, the American Jobs Act proposes several changes to the 
traditional way unemployment insurance (UI) claimants have been provided services to 
help them become reemployed. Because jobs have been slow to return since the 
technical end of the Great Recession, many more Americans are remaining unemployed 
for unprecedented periods of time and arc facing new barriers to reemployment, 
including employer discrimination. Therefore, the primary focus of this legislation is to 
ensure that longer term unemployed workers are provided with new opportunities to 
improve their likelihood of reemployment. Building on the success of the Reemployment 
and Eligibility Assessment (REA) initiative, which better connects UI claimants to 
reemployment services offered through One-Stop Career Centers, the Act requires all 
Emergency Unemployment Compensation (EUC) claimants to receive both 
reemployment services and an eligibility assessment, a model that has proven successful. 
The Reemployment NOW program will provide states the ability to implement a number 
of innovative reemployment programs such as Bridge to Work, wage insurance, self 
employment assistance, and others that will be thoroughly evaluated in order to inform 
longer term reform related to the regular UI program. 

Beyond the President's proposal, I would also note that States receive funding to support 
workforce programs that are available to UI claimants both virtually and through One- 
Stop Career Centers. Improving the employment outcomes of UI claimants is a priority 
and the Department is working with states to better connect UI claimants to available 
training and employment services. 
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Question 

What of the changes in the proposal will still he in effect in 2013? 

Answer 

The Reemployment Services/REA, Reemployment NOW, Bridge to Work, and Self 
Employment Assistance programs will be available through the phase out of the EUC 
program (June 201 3). We would anticipate that states may use their reemployment NOW 
funds for intensive reemployment services and for running their innovative programs in 
2013 since reobligation of funds from other states must happen by December 31, 2012. 

In addition, states will have the option to either adopt a new Short Term Compensation 
(STC) program or expand an existing program with their share of grant funds. The 
proposal encourages states to provide for an STC program under their own laws by 
providing 100 percent Federal funding of STC benefits for up to three years. Separately, 
the proposal would create a two-year Federal STC program for states without an STC 
program, which would likely continue into 2013. Under this program Federal 
government would pay 50 percent of the benefit costs and employers would pay the 
remaining 50 percent of the benefit costs. 
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PART II 
Question 

I note the part of your testimony about the supposed multiplier effects of spending on U1 
benefits, citing work by the CBO and others. I have a different question about the 
employment effects of extended Ul benefits. 

Does the Department of Labor know how many people have gone to work while 
collecting extended unemployment benefits in recent years? 

Answer 

We estimate that, as ol' September 2011, 10.6 million claimants who received extended 
unemployment benefits (EUC or EB) have left the program without using all available 
benefits. The Department of Labor does not collect, or require states to collect, 
employment outcomes for UI recipients for any of the Ul programs. 

Question 

Can you project the number of people who can reasonably be expected to return to work 
next year while collecting extended federal unemployment benefits, if they are extended 
for a tenth time? 

Answer 

We estimate that an additional 2.6 million claimants would leave the program without 
exhausting all available benefits by the end of calendar year 2012. Again, the 
Department does not collect, or require states to collect, employment outcomes for UI 
recipients for any of the Ul programs. 

Question 

If Congress does not extend unemployment benefits again - can you project how many- 
long-term unemployed people might otherwise have collected benefits would go to work, 
if these benefits are not extended? 

Answer 

The Department does not have the ability to project how many long-term unemployed 
individuals would otherwise go to work, if benefits arc not extended. 
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PART III 
Question 

The Administration s latest jobs plan would maintain the current "three year lookback " 
determining where up to 20 weeks of Federal Extended Benefits are paid The practical 
effect is that by next summer very few States will be paying benefits under that program, 
cutting the maximum weeks of federal benefits from 73 weeks to 53 weeks That in turn 
will reduce the maximum weeks of total Ul benefits from 99 weeks to 79 weeks. 

If unemployment rates stay in the range currently forecast by the Administration, do you 
agree that the practical effect of the Administration 's proposal would he to reduce the 
maximum weeks of all Ul benefits from 99 weeks to 79 weeks next year? 

Answer 

Drawing on bipartisan support, the Administration developed this set of Ul proposals. 
Current economic forecasts do indicate that EB would not be available in many states 
through the 201 2 calendar year. We would be happy to work with the Committee to 
address this issue. 


4 
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PART IV 
Question 

In the 2009 stimulus law. slates were provided shares of a one-time S7 billion fund if they 
expanded Ul eligibility in various ways, such as covering people who were looking for 
only part-time work, or who quit their prior job for certain "compelling " reasons 

How many additional individuals have received UI benefits as a result of the 
"modernization " expansions? How much in additional State Ul benefits have 
individuals been paid to date as a result of the "modernization " expansions? 

How much in additional Federal extended UI benefits have individuals been paid to date 
as a result of the "modernization " expansions? 

Answer 

The Department only has anecdotal information from a few states about the number of 
individuals who arc now eligible for the benefits they have received due to Ul 
Modernization. States were not required to collect and report information on the number 
of individuals who received UI benefits as a result of the “modernization” expansions 
who would otherwise have been ineligible. It is likely that the increased number of UI 
recipients due to UI Modernization varies widely across states. Some states already had 
some of the necessary provisions in place and only had to make minor modifications to 
their laws, regulations, or policies to qualify for the funds resulting in only marginal 
increases in numbers of recipients. Other states enacted the full panoply of provisions 
necessary to entitle them to their share of Ul Modernization incentive funds, resulting in 
larger increases in the number of recipients. Many of these provisions have not been in 
effect for a sufficient amount of time for states to assess increases in recipiency. 


5 
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October 13,2011 


Ms. Marcn Daley 

Executive Director 

Job Service North Dakota 

1000 East Divide Avenue 

Post Office Box 5507 

Bismarck, North Dakota 58506-5507 


Dear Ms. Daley: 

Thank you for testifying at our subcommittee hearing assessing the President’s proposals 
to help the long-term unemployed. We appreciated your expertise as we seek to help 
unemployed individuals return to work. 

As I mentioned at the end of the hearing. Members would submit questions to you in 
writing. 1 would like to pose the following questions for your review and response: 

1 . The Administration projects unemployment will remain high well into 2013, yet they 
only propose temporary programs and funding. 

Even when the unemployment rate docs come down, tens of millions of people will be 
laid off each year, and millions will be unemployed and collecting benefits at any 
moment in time. 

There seems to be common ground about helping the long-term unemployed return to 
work. My question is - should we build on this common ground and make some 
permanent, rather than just temporary, reforms to help the short and long-term 
unemployed be more successful at returning to work in the years to come? 

2. Knowing that we are short on cash, what would be the most effective low-cost measures 
we could take to help States get unemployed individuals back to work quickly? 



Please respond to this question no later than Thursday, October 27, 2011. The 
Committee relies on electronic submissions for printing of the official record. Therefore, please 
send an electronic submission in Word format to timothy.ford@mail.house.gov. If you have any 
questions concerning this matter, please feel free to contact Matt Weidingcr or Anne DeCesaro 
of my staff at (202) 225-1025. 

Again, many thanks. We will continue to be in touch if wc have further questions about 
your excellent recommendations. 


Sincerely, 
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October 26, 201 1 


The Honorable Geoff Davis 
Subcommittee on Human Resources Chairman 
Committee on Ways and Means 
U.S. House of Representatives 
Washington, DC 20515 

Dear Representative Davis: 

My response to the House Ways and Means Human Resources Committee Testimony Questions, 
as outlined in your letter dated October 13, 201 1 arc below. 

Question 1: 

The Administration projects unemployment will remain high well into 2013, 
yet they only propose temporary programs and funding. 

Even when the unemployment rate does come down, tens of millions of people 
will be laid off each year, and millions will be unemployed and collecting 
benefits at any moment in time. 

There seems to be common ground about helping the long-term unemployed 
return to work. My question is - should we build on this common ground and 
make some permanent, rather than just temporary, reforms to help the short 
and long-term unemployed be more successful at returning to work in the 
years to come? 

Answer I : 

States need to make intensive reemployment services a core activity for the 
unemployed who are filing claims. Too often, all focus is placed upon actions 
relating to the need to increase the UI Trust Fund levels in order to continue to 
pay benefits. While this is indeed critical, it is equally critical that we invest at 
least the same level of effort in getting claimants back to work. While each state is 
different, by virtue of the fact that there remains a fairly large number of unfilled 
open jobs in the United States, it can be deduced that by better preparing UI 
claimants for rapid re-entry into the workforce, we would benefit claimants, 
employers, and state UI Trust Funds. 


7.0A.?.?8 : 292 .5j yp ,ic ^ )._g_8( > 0 .6Q.9.8 .(TTY .la ser s. - .Relay. ND )__* 7 Q 1 328 , 40Q.0.(FA X ) 
Job Service North Dakota is an equal opportunity employer/program provider 
Auxiliary aids and services are available upon request to individuals with disabilities 
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It is critical to recognize that initiating targeted reemployment services for UI 
claimants shortly after separation from employment has been proven to help get 
claimants back to work sooner. This timelier reemployment provides great 
economic benefit to both claimants and employers. Conversely, the lack of 
reemployment services during the early stages of unemployment increases the 
duration and costs of unemployment to these same two groups. The USDOL has 
had a focus on reemployment for several years with their Reemployment 
Eligibility Assessment (REA) program. One of the keys to success of the REA 
program has been the fact that each participating state has the power to design and 
administer the REA program with the needs of the state’s workforce and 
employer base at the core of the program. REA has taken us outside of the box of 
onc-size-fits all. and has allowed states to target activities to their specific needs. 

The difficulty that has been encountered with the REA program is that it has been 
funded on a year-by-year application basis. REA lacks assurances of 
sustainability as a long term program as it relates to program funding. Based on 
our successes associated with the REA program in North Dakota, this program 
should be funded on a consistent ongoing basis. Some may argue that other 
funding sources exist to accomplish the critical functions of the REA program, 
however, the other funding streams often referred to as options for supplementing 
reemployment services have had flat to declining funding and are inadequate to 
meet the need. Wagner Peyser, which is the basis for the labor exchange program 
with universal access, has been flat funded for 30 years. For a minimally funded 
state such as North Dakota, this has not been adequate to meet inflationary cost 
increases to deliver basic universal services much less targeted reemployment 
services to UI claimants. 

The Workforce Investment Act (WIA), which can provide core, intensive and 
training services to assist targeted populations to achieve self sustaining 
employment, has been cut time after time with upcoming reductions again being 
considered by the US House of Representatives. The current WIA cuts being 
considered would force the closure of many One-Stop Career Centers which are 
integral to the provision of reemployment services. Importantly, funding for 
unemployment administration does not extend to reemployment services. 

The Unemployment Insurance (UI) system as designed is very effective in 
efficiently providing timely, short-term monetary assistance to individuals who 
become unemployed through no fault of their own. The functionality of the 
program as a safety net, both for workers and employers, has been refined over 
time, and is driven in large part by state specific laws relating to eligibility 
requirements and employer premiums. 


Much debate could be and has occurred in relation to the UI program, with a 
major focus being applied to the topics of extensions of UI benefits, expanded 
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claimant eligibility, and the strength and design of state Ul Trust Funds. 
Discussion of these items is important, and North Dakota carefully considers 
these topics continually to ensure the continued equitable, cost effective operation 
of the Ul program in our state. However, as important as these items are. we 
recognize that the true success of our program is not based solely on paying a 
monetary benefit to an individual. If our only goal was to provide a weekly 
payment to claimants, without ever trying to assist them in becoming rapidly 
reemployed, we would do a disservice to the claimants and employers of our 
state. Under this scenario, we inadvertently create a risk to our Ul Trust Fund, 
and subsequently create an environment in which increases in employer tax rates 
is common. To this end. North Dakota has placed a more intensive effort upon 
reemployment services. 

In summary, ongoing adequate funding for flexible reemployment services which 
are designed by the states and delivered to meet local economic needs would 
serve to reduce costs and facilitate rapid reemployment of more Ul claimants. 
This would allow states to respond quickly and provide targeted reemployment 
services. 

Question 2: 

Knowing that we are short on cash, what would be the most effective low-cost 
measures we could take to help States get unemployed individuals back to 
work quickly? 

Answer 2: 

Long term permanent funding for flexible state-designed reemployment services 
is a key to getting unemployed individuals back to work quickly. While this 
could take many forms, the most efficient and low cost method would be to make 
the REA program a permanent fixture of the Ul program. North Dakota has 
participated in the REA program since its inception in 2005. and there is solid 
evidence to support the fact that REA participants return to work much more 
rapidly than those individuals who were not able to participate in the program. 

REA does require an investment of staff time, which ultimately means there is a 
monetary cost to the program. However, the cost of providing REA services to 
claimants is greatly offset by the reduction in benefit payments made to these 
individuals. Assuming an individual was unemployed long enough to require 
three separate REA sessions with a state staff member, the overall cost of 
providing these services to the individual remains under $200. However, the 
return on investment is tremendous. In North Dakota, we have found that those 
claimants who participate in the REA program are unemployed for a duration that 
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is four weeks shorter than those who have not been able to participate. This 
reduced duration results in a benefit savings of over $1200 per claimant. As REA 
services are provided to more individuals, the return on investment grows 
proportionately. 

The success of state designed reemployment services, such as REA. is a proven 
and cost effective method for getting individuals back to work quickly. In 
contrast, funding reemployment initiatives on a one-size- fits-al I basis can easily 
miss the cost savings states that can achieve with flexible funding that can be 
tailored for unique targeted needs. 

Sincerely, 

Maren L. Daley 
Executive Director 
Job Service North Dakota 
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October 13, 201 1 



Mr. Don Peitersen 
Project Director 

Unemployment Insurancc/Workforcc 
American Institute for Full Employment 
2626 Biehn Street 
Klamath Falls, Oregon 97601 


Dear Mr. Peitersen: 

Thank you for testifying at our subcommittee hearing assessing the President’s proposals 
to help the long-term unemployed. We appreciated your expertise as we seek to help long-term 
unemployed individuals return to work. 

As I mentioned at the end of the hearing. Members would submit questions to you in 
writing. I would like to pose the following questions for your review and response: 

1 . The Administration projects unemployment will remain high well into 20 1 3, yet they 
only propose temporary programs and funding. 

Even when the unemployment rate docs come down, tens of millions of people will be 
laid off each year, and millions will be unemployed and collecting benefits at any 
moment in time. 

There seems to be common ground about helping the long-term unemployed return to 
work. My question is - should we build on this common ground and make some 
permanent, rather than just temporary, reforms to help the short and long-term 
unemployed be more successful at returning to work in the years to come? 

2. Knowing that we arc short on cash, what would be the most effective low-cost measures 
we could take to help States get unemployed individuals back to work quickly? 



3. You reference the cost effectiveness of engaging UI recipients in programs such as the 
proposed Bridge to Work program. The Administration proposes billions of additional 
temporary funds for such efforts - on top of the $44 billion cost of extending 
unemployment benefits for the 10® lime. 

You noted the wage subsidy is less expensive that paying benefits in the end. Should 
States be given flexibility over all extended benefit funds, rather than over just additional 
temporary funds the Administration is proposing, to place unemployed persons in wage 
subsidy programs? If States could help the long-term unemployed get training that helps 
them get off benefits faster, wouldn’t it be better for everyone? 

4. Would you please explain the major differences between how Georgia Works functioned, 
and what the Administration is proposing in its "Bridge to Work" program? Will those 
changes make the program the Administration has proposed more or less likely to 
actually help people return to work? How do you expect employers will respond to the 
Administration's proposed changes? 

5. The Administration proposals focus on the long-term unemployed, that is, people who 
have already been out of work for over six months, and who might have been out of work 
as long as two years. From an employer perspective, and ultimately from the standpoint 
of what will work best to get unemployed persons back to work, is that the right focus, or 
should more focus be placed on people before they arc long-term unemployed? In short, 
in considering the challenges facing unemployed people like Ms. Deane, would she be 
more likely to benefit from interventions now - when she is in her fourth month of 
unemployment - or in three, ten or even 20 months from now, that is, only after she has 
become a long-term unemployed person? 

Please respond to this question no later than Thursday, October 27, 2011. The 
Committee relics on electronic submissions for printing of the official record. Therefore, please 
send an electronic submission in Word format to timothy.fprd@mail.housc.gov. If you have any 
questions concerning this matter, please feel free to contact Matt Wcidingcr or Anne DeCesaro 
of my staff at (202) 225-1025. 

Again, many thanks. We will continue to be in touch if we have further questions about 
your excellent recommendations. 


Sincerely, 
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American Institute 
fo R FULL EMPLOYMENT 

Responses to Chairman Davis' questions 
to Don Peitersen regarding his testimony before the 
Subcommittee on Human Resources - October 6, 2011 


1. The Administration projects unemployment will remain high well into 
2013, yet they only propose temporary programs and funding. 

Even when the unemployment rate does come down, tens of millions of people 
will be laid off each year, and millions will be unemployed and collecting 
benefits at any moment in time. 

There seems to be a common ground about helping the long-term 
unemployment return to work. My question is - should we build on this 
common ground and make some permanent, rather than just temporary, 
reforms to help the short and long-term unemployed be more successful at 
returning to work in the years to come? 

RESPONSE: 

With almost 40 years in this nation's unemployment insurance and workforce programs, I 
strongly support making permanent changes. Temporary solutions have tended to be 
complicated, ill-timed and confusing to claimants, employers and those who administer the 
programs, because they cannot depend on stability in the changes and therefore are slow to 
embrace or adopt them. Temporary programs, especially during times of economic crises, also 
often only put a band-aid over the underlying problems. In time, the band-aid has to be 
removed but the wound remains. 

Most importantly, if a change is a good and needed change, it should be made permanent. For 
example, consider this question: In what recent year were 2.85 million Ul claimants exhausting 
all of their regular Ul claims and becoming long term unemployed: 2007, '08, '09, '10 or '11? It's 
a trick question. It was 2005 - before the recession - when 2.85 million (35.9%) of Ul claimants 
exhausted their claims. From mid-year 2010 to 2011 the same data showed 5.4 million 
exhaustees. Recession years undoubtedly raise the number of our long term unemployed, but 
does that mean we should ignore the millions who are stuck unemployed in the good years. The 
mark of a great program is one that serves job seekers well in all economies. This is a perfect 
time to make that lasting change and develop a foundation that stands strong when we next 
find ourselves in difficult times. 


2. Knowing that we are short on cash, what would be the most effective 
low-cost measures we could take to help States get unemployed individuals 
back to work quickly? 


2636 Biehn Street, Klamath Falls, OR 97601 • Phone: 800.562.7752 • Fax: 541.273.6496 • www.fullemployment.orR 
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RESPONSE: 

Over the past decade, we have had numerous conversations with state agencies about their 
attempts to improve reemployment of Ul claimants. A common theme from them is the need 
to have more flexibility to be innovative in the development of programs and in the use of 
funding. Programs such as TANF and the Workforce Investment Act Include waiver options to 
allow innovation, but the Unemployment Insurance program does not have that flexibility. 

Such flexibility should contain a requirement that any proposal be reviewed for fiscal impact to 
determine If it would improve reemployment and reduce claims sufficiently to pay for the 
proposed program In other words, any proposal must provide an acceptable 'Return on 
Investment' prior to approval by US DOl 

Additionally, states should be required to establish clear and meaningful program performance 
measures that reflect the needs of their states’ employers and Job seekers. 


3. You reference the cost effectiveness of engaging Ul recipients in 
programs such as the proposed Bridge to Work program. The Administration 
proposes billions of additional temporary funds for such efforts - on top of the 
$44 billion cost of extending unemployment benefits for the 10 ,h time. 

You noted the wage subsidy is less expensive that paying benefits in the end. 
Should States be given flexibility over all extended benefit funds, rather than 
over just additional temporary funds the Administration is proposing, to place 
unemployed persons in wage subsidy programs? If States could help the long- 
term unemployed get training that helps them get off benefits faster, wouldn't 
it be better for everyone? 

RESPONSE: 

Yes, states should be given options for implementing wage subsidy programs for all extended 
benefits programs. They should also be given the same options for regular state Ul benefits 
programs so they help claimants avoid long term spells of unemployment and the need to 
claims extended benefits. Such wage subsidy programs should be developed property with well- 
targeted recipients, meaningful state specific performance measures and a tightly calculated 
return on investment. 

Not all claimants look the same. Some have skills and experience and are looking for work, 
some need to obtain training and/or education and other can benefit from learning a new Job 
while being employment with a new employer. The key Is that the states need the flexibility to 
develop a portfolio ol solutions for the employer and job seeker that meet the unique needs of 
their state In large part, our current system is a 'one site fits all* approach . And, with half of all 
claimants exhausting their claims and trust funds going broke, it Is failing. 


4. Would you please explain the major differences between how Georgia 
Works functioned and what the Administration is proposing in its "Bridge to 
Work" program? Will those changes make the program the Administration has 
proposed more or less likely to actually help people return to work? How do 
you expect employers will respond to the Administration's proposed changes? 
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RESPONSE: 

There are two significant differences between Georgia Works and the "Bridge to Work" 
proposal. The first is that "Bridge to Work" contains a mandate that requires an employer to 
hire the trainee within 24 weeks of program participation. Such a mandate has not been a 
requirement in Georgia Works or any other unemployment insurance wage subsidy program of 
which we are aware. 

The use of the hiring mandate in "Bridge to Work" implies a concern about employer abuse of 
the program and/or a desire to guarantee program performance. Our program experience 
shows that states have not had any discernable problems with employer abuse. States have 
developed their own effective procedures to identify any potential abuse without a one-size- 
fits-all mandate. Mandates appear to have little intended effect. Due to the costs invested in 
training an individual and the relatively small subsidy, valued at just $2,400, employers have 
little to gain by gaming the system and much more to lose by hiring the wrong employees. 

A second significant difference between Georgia Works and Bridge to Work is that the latter 
splits a trainee's income (where necessary due to minimum wage requirements) between Ul 
benefits and employer pay. Georgia Works used normal Ul benefit checks as the only source of 
income for the participant. In traditional wage subsidy programs, the income comes solely from 
the employer who is reimbursed by the state. 

Bridge to Work's split of trainee income may unnecessarily complicate administration of the 
program and undermine the desired end result. The split funding and treatment of benefits as 
wages creates complicating questions not involved with the wage subsidy program, such as: a) 
treatment of withholding taxes, b) determining who is the actual employer, and c) determining 
how benefits/wages are treated for charging unemployment insurance benefits claimed. But 
the split also involves a more subtle issue. Employees hired in this program should be treated 
largely the same whether they are receiving a wage subsidy or have been hired directly by the 
employer. But they are not. 

We believe that both the hiring mandate and the two-payor system of wages will create 
significant issues for employers in supporting Bridge to Work. The income split becomes a 
bureaucratic nightmare for both employers and state agencies charged with administration of 
the program. 


5. The Administration proposals focus on the long-term unemployed, that 
is, people who have already been out of work for over six months, and who 
might have been out of work as long as two year. From an employer 
perspective, and ultimately from the standpoint of what will work best to get 
unemployed persons back to work, is that the right focus, or should more focus 
be placed on people before they are long-term unemployed? In short, in 
considering the challenges facing unemployed people like Ms. Deane, would 
she be more likely to benefit from interventions now - when she is in her 
fourth month of unemployment - or in three, ten or even 20 months from now, 
that is, only after she has become a long-term unemployed person? 

RESPONSE: 

It is generally accepted that the earlier in their claim sequence that claimants are targeted for 
reemployment services, the better chance they have to gain reemployment. Ms. Deane, in the 
fourth month of her claim, if not afforded the proper reemployment services, has greater 
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chance of becoming one of those in the next bubble of long term unemployed to be served and 
remaining unemployed in the 8 th or 12 th month of a claim. 

The current proposal targets only those who already exhausted their regular Ul benefits and are 
drawing EUC. As such, it has the effect of delaying what should be done much earlier in a claim. 
An ounce of prevention, in this case, would counsel for program availability at two to three 
months, instead of at six to nine months or later. 
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Mr. Chris McConnell 
Workforce Consultant 
AlliedBarton Security Services 
c/o CM Consulting, Inc. 

9 1 Cambridge Place 
Brooklyn, New York 11238 


Dear Mr. McConnell: 

Thank you for testifying at our subcommittee hearing assessing the President's proposals 
to help the long-term unemployed. We appreciated your expertise as we seek to help long-term 
unemployed individuals return to work. 

As I mentioned at the end of the hearing. Members would submit questions to you in 
writing. I would like to pose the following questions for your review and response: 

1. Knowing that we arc short on cash, what would be the most effective low-cost measures 
we could take to help States get unemployed individuals back to work quickly? 

2. The Administration's proposals involve temporary changes, and one-time pots of new 
money that generally expire after next year. From an employer perspective, and 
ultimately from the standpoint of what will work best to get unemployed persons back to 
work, arc such temporary proposals more or less likely to work than permanent reforms 
that offer support for wage subsidy type programs? 

3. How would you adjust the Administration's proposals to make them more effective at 
getting people back to work? Can these programs work so that they pay for themselves, 
in the form of UI benefit savings as people return to work more quickly? 

4. The Administration proposals focus on the long-term unemployed, that is, people who 
have already been out of work for over six months, and who might have been out of work 
as long as two years. From an employer perspective, and ultimately from the standpoint 



of what will work best to get unemployed persons back to work, is that the right focus, or 
should more focus be placed on people before they arc long-term unemployed? 

Please respond to this question no later than Thursday, October 27, 2011. The 
Committee relies on electronic submissions for printing of the official record. Therefore, please 
send an electronic submission in Word format to timothy.ford@mail.house.gov. If you have any 
questions concerning this matter, please feel free to contact Matt Weidinger or Anne DeCesaro 
of my staff at (202) 225-1025. 

Again, many thanks. We will continue to be in touch if we have further questions about 
your excellent recommendations. 


Sincerely, 
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PLEASE BE INFORMED THAT I AM NO LONGER AFFILIATED WITH 
ALLIEDB A RTON SECURITY SERVICES AND ALL VIEWS EXPRESSED IN THIS 
DOCUMENT ARE WHOLLY MY OWN, CHRIS MCCONNELL, PRESIDENT, CM 
CONSULTING, INC. 


Question I: 

In terms of cost effectiveness, I think that it would be best to concentrate on measures 
where the primary expenditure occurs post-employment. This could be something like a 
wage subsidy, or even On-the-Job-Training, w here the biggest cash outlay occurs only 
when the Ul recipient is employed, no longer receiving benefits, and generating income 
and payroll taxes. 


Question 2: 

Temporary measures, especially those of a year or two, arc more difficult for states to 
administer and businesses to access. Each state has its own process for administering 
funds down to the county or city level, and then perhaps to vendors who will be 
delivering the programs. This process can easily take months, which often puts local 
governments and their vendors in the position of having to spend a year's budget in a few 
months. This situation also is a disincentive to innovation, because local governments 
don't have the time to develop new policies and programs that might be more effective 
than their current provision. Also, while I understand the desire for these pots of money 
to not become permanent, a window of three to four years, at minimum, w ould be more 
effective. 

Question 3: 

The most effective programs at getting people back to work will be the programs that 
allow states and local governments the flexibility to tailor services that meet the needs of 
employers in their areas. Employers have different needs and desires when it comes to 
working with these programs, and local governments must have the ability to form a 
menu of services to meet those needs. 

Question 4: 

I’ve never really understood the logic of basically waiting until somebody has been out of 
work a pretty long time before we think it’s time to really throw all our resources at them. 
A better argument could be made for prioritizing the short-term unemployed so that they 
have less chance of ever becoming long-term unemployed. 
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Ms. Maren Daley 

Executive Director, Job Service North Dakota 

1000 East Divide Avenue 

Post Office Box 5507 

Bismarck. North Dakota 58506-5507 

Dear Ms. Daley: 

Thank you for testifying at the Ways and Means I luman Resources Subcommittee hearing assessing the 
President’s Proposals to Help the Long-Term Unemployed. Again, I was so proud to have North Dakota 
represented on our panel to talk about some of the great things that we are doing to get people back to work. 

In order to complete the record of the hearing, please respond to the following questions by November 1 . 201 1: 

1 . In your written testimony, you talk a lot about stale flexibility and I agree - we need more of it. In the 
Administration’s plan, we sec a renewed emphasis on worksharing. It’s a way to reduce hours, provide 
benefits, and prevent layoffs. But one of the criticisms we hear about worksharing is the high 
administrative costs because it increases the number of recipients and involves burdensome benefit 
calculations. Also, we know other states have struggled to implement it. But in North Dakota, we’ve 
figured out a system that works. Can you tell us more about how the program works in North Dakota 
and how our state can afford to pay h? 

2. Your written testimony also discusses the intensive reemployment workshops that North Dakota has 
implemented and the positive results that workers have seen from participating in them. Would you 
discuss more about what occurs in those workshops and what the feedback is from the workers and tlie 
employers who hire them? 

The Committee relies on electronic submissions for printing of the official record. Therefore, please send an 
electronic submission in Word format to Danielle Janow ski of my staff at danicllc.ianQW'5Ki@mailhouse,Rov 
and Tim Ford of the Ways and Means Human Resources Subcommittee staff at ) ilPQthy ; fo rd@ma i I . house ,g QV ■ 
If you have any questions concerning this matter, please feel free to contact Danielle at 202-225-261 1. 

Again, thank you so much for coming to testify. It was a pleasure to visit with you and I know that every one 
appreciated hearing your insight on how we can get workers back to work and our country back on track. 


Sincerely, 



WONTED ON RECYCLED PAPER 
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jobsnd.com 


Jack Dalrymple, Governor • Maren L. Daley, Executive Director 


PO Box 5507 


Bismarck. ND 58506-5507 


October 26, 2011 


The Honorable Rick Berg 
Subcommittee on Human Resources 
Committee on Ways and Means 
U.S. House of Representatives 
Washington, DC 20515-3401 

Dear Representative Berg: 

My response to the House Ways and Means Human Resources Committee Testimony Questions, 
as outlined in your letter dated October 18, 201 1 are below. 

Question 1. 

In your written testimony, you talk a lot about state flexibility and I agree - we 
need more of it. In the Administration’s plan, we see a renewed emphasis on 
worksharing. It’s a way to reduce hours, provide benefits, and prevent layoffs. 
But one of the criticisms we hear about worksharing is the high administrative 
costs because it increases the number of recipients and involves burdensome 
benefit calculations. Also, we know' other states have struggled to implement it. 
But in North Dakota, we’ve figured out a system that works. Can you tell us 
more about how the program works in North Dakota and how our state can afford 
to pay it? 

Answer 1 . 

Although we are not opposed to worksharing programs, in North Dakota we 
utilize a fairly substantial earnings disregard to achieve many of the same 
outcomes of worksharing, but in a less complicated manner. An earnings 
disregard is a dollar amount that a claimant is allowed to earn without impacting 
the unemployment insurance benefits they are receiving. In other words, it allows 
individuals to receive unemployment insurance benefits at the same time that they 
are working a reduced schedule. The higher earnings disregard lessens the 
barriers of keeping workers connected to work without risk of losing the entire 
safety net of unemployment benefits. It reflects a culture that does not punish the 
unemployed for making the effort to work when only limited work is available or 
while they are awaiting recall to their primary job. 

Although an earnings disregard is utilized in most states, the earnings disregard in 
North Dakota is a higher amount than typically seen elsewhere. In North Dakota, 
an individual can earn up to 60% of their unemployment insurance weekly benefit 


701 328 2825 (Voice! • 800.366.6888 (TTY Users - Relay ND) • 701 328.4000 (FAX) 
Job Service North Dakota is an equal opportunity employ er/prog ram provider 
Auxiliary aids and services are available upon request to individuals with disabilities 
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amount (WBA) with no impact upon the benefit amount they receive. For 
example, if the claimant's WBA was $300, the individual could earn $180 
that week from employment and still receive the entire benefit payment of $300. 

If the level of earnings the claimant receives from employment exceeds 60%, 
there is a dollar-for-dollar reduction in their unemployment insurance benefit 
payment for that week for the amount exceeding 60%. 

The outcome of utilizing the earnings disregard in this manner is that employers 
are able to reduce the hours of their employees and continue operations during 
periods of low activity. This ultimately benefits both workers and employers. 
Workers are not permanently laid off and employers are able to retain a skilled 
and trained workforce. 

Using the earnings disregard in this manner in North Dakota is not a new concept, 
and was not implemented in response to the nationwide focus on worksharing. In 
fact, even with the earnings disregard in place, the North Dakota Legislature 
statutorily required that a workshare pilot project be implemented in North 
Dakota in 2003 to determine whether it should become a permanent fixture within 
the North Dakota unemployment insurance system. The experience of 
worksharing in North Dakota was not positive, not because the concept is bad, but 
because of the costs of implementation and the complexity of administration. 
Costs for establishing the program were very high due to the extensive main 
frame computer re-programming required to calculate benefit payments. 
Additionally, administration was very time intensive, and required a substantial 
level of effort from both employers and Job Serv ice North Dakota. Ultimately, 
the Legislature removed workshare from statute. 

The 60% earnings disregard works in North Dakota because it did not require 
significant computer re-programming, and ultimately does not require a 
significant level of administrative effort from either employers or Job Service 
North Dakota. In regards to computer programming, because the earnings 
disregard is a long-standing function of the program, changing the percentage of 
disregard is a fairly simple programming effort. Administratively, employers do 
not have to provide any specific information relating to the reduction of hours and 
Job Service North Dakota is not required to take any additional steps to 
administer the reduction because the benefit calculations are automated. The costs 
of benefits paid are affordable, with the employer ultimately being charged for 
unemployment insurance benefits paid as with any unemployment insurance 
claim in North Dakota. Benefit charges are not subsidized by the state, federal 
government, or other employers. The higher earnings disregard works in North 
Dakota, in part, because we have job demand and retention of workers is critical; 
worksharing may be a better fit in other states where job development is greatly 
needed. Also, the higher earnings disregard functions well with the seasonal 
nature of layoffs in North Dakota. There is often part time work available in the 
off season. These unique state differences emphasize the point that effective 
reemployment initiatives are most cost effective and best determined at the state 
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level, and I would encourage funding of an overall effective reemployment 
program designed by states rather than funding for specific reemployment project 
initiatives. 

Question 2. 

Your written testimony also discusses the intensive reemployment workshops that 
North Dakota has implemented and the positive results that workers have seen 
from participating in them. Would you discuss more about what occurs in those 
workshops and what the feedback is from the workers and the employers who hire 
them? 

Answer 2. 

Intensive Reemployment Workshops were provided across the state during the 
months of January 201 1 through June 2011. These workshops were funded with 
Wagner/Peyser RES dollars through the American Recovery and Reinvestment 
Act. The workshops consisted of one day devoted to basic computer skills 
training and three days addressing job search; resumes, cover letters, and 
employment applications, and interviewing. 

Many employers require job applications be submitted online and many of the 
unemployed workshop participants did not know how to use a computer. 
Therefore, it was critical that day one of the workshop consisted of basic 
computer skills, including an introduction to a computer and components; mouse, 
keyboard, flash drives and saving documents. Word processing was introduced 
using Microsoft Word. Participants learned how to change font, copy and paste, 
navigate documents, insert text, and format. These new skills were reinforced by 
creating a cover letter and professional resume. 

Participants learned about Internet Explorer. Topics included web page URLs, 
web search engines, favorites, home pages and history'. Individuals established a 
professional email account and learned how to open, delete, attach, and send 
documents in an email. 

Day two consisted of a half day discussing various resources available through 
Job Service North Dakota. Participants were given a demonstration of our 
website, iobsnd.com including navigation basics for employment websites, which 
included how to search and apply for jobs online. Discussions also included the 
SHARE network (community support resources), our labor market infonnation 
site, NDWIN, 0*Net online and federal jobs posted online. Participants received 
tours of the One-Stop Career Centers and an overview of all services including 
the Workforce Investment Act. career exploration sites, and resume software. 
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The remainder of Day two included identification of skills, abilities and 
education, and how these skills could be transferable to other occupations. 
Participants discussed how skills transferability could broaden the scope of 
participant's job searches and build aw areness of expanded job opportunities. 
Workshop participants also learned how to use networking connections to aid 
their job search. 

Day three of the workshop consisted of practical application of the knowledge 
gained for completing job applications, creating cover letters and resumes. 

The final day of the session provided participants with many suggestions and tips 
on how to prepare for an interview as well as examples of interview' questions. 
Participants were given an opportunity to practice interviewing and learned the 
importance of making follow up contacts with employers. The intent of this 
session was to help gain the confidence needed to “ace that interview". 

All participants completed the workshops motivated and prepared to seek 
employment with new resources, skills, cover letter, professional resume and 
interview experience. 

The average duration for claimants attending the workshop was 7.32 weeks 
compared to the State's overall average duration for claimants not returning to 
their employer was 1 1.28 weeks (08/2010 to 07/201 1 ) . This translates into 
significant savings for the unemployment insurance trust fund. 

Intensive Reemployment Workshop Comments from Participants 

Overall Comments 


"It would be so beneficial if the Reemployment Workshop could be offered closer 
to the time that you apply for Employment Benefits. " 

"/ would make this program a permanent feature so that all people who are 
unemployed have a chance to utilize it. " 

"Extremely informative workshop and would highly recommend it! " 

"Do this seminar earlier in the unemployment process, possibly like in the first 
month. " 


What would you sav about this workshop to someone who is lookinu for work? 

"Very, very beneficial. / definitely recommend this workshop to future 
unemployed" 
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"Be sure to attend I don 7 know what to expect but really was excited for the next 
day > of class. It was very t informative and a very comfortable classroom setting ” 

‘7 would advise everyone that has the opportunity * to use this workshop " 

"That it was amazingly helpful and useful. ” 

“ You will learn something you never thought about before, no one goes away 
without something. ” 


Sincerely. 

Maren L. Daley 
Executive Director 
Job Service North Dakota 
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Jane Oates 
Assistant Secretary 

Employment and Training Administration 
United States Department of Labor 
200 Constitution Ave., NW 
Frances Perkins Building 
Washington, DC 20210 

Dear Ms. Oates, 

Thank you for testifying before the Subcommittee on Human Resources on October 6 regarding 
the Unemployment Insurance program and methods by which the government can assist citizens with 
returning to work. I appreciate your insight into this issue from the Department of Labor's point of view. 

In order to complete the record of the hearing, please respond to the following questions by 
Wednesday, October 26, 2011: 

1.) During the hearing you agreed that raising the Federal Unemployment Tax Act (FUTA) tax on 
businesses would not be conducive to job creation. In the case of New York State, the State 
Department of Labor is able to levy a $27 per employee surcharge on businesses in order to 
recover funds to repay the interest on a loan from the federal government given in 2009 and 
2010. This surcharge on small businesses came as result of New York State's inability to pay back 
an interest free loan from the Federal Government - a loan intended to strengthen the State's 
unemployment insurance program. In addition, the Federal Unemployment Tax Act (FUTA) 
levies an additional tax on businesses, which increases annually by .3% should the State be 
unable to repay the principle of the loan. 

What reason does the Administration give for not allowing the States to use funds from the 
Unemployment Trust Fund to assist with paying the interest on loans from the Federal 
Government? 

If States were able to use funds from the Unemployment Trust Fund to assist with paying the 
interest on loans from the Federal Government, New York may not have to levy a surcharge on 
employers to recover the money. Would the absence of the per employee surcharge on 
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businesses be more beneficial for job creation than the surcharge that was imposed in New York 
State earlier this year? 

Given your sentiments that increasing taxes on businesses does not help create jobs, how does 
the federal government expect the current FUTA increase to allow businesses to create jobs? 

2. ) The Administration's proposal, in the President's Fiscal Year 2012 budget request and 

recommendations to the Joint Committee on Deficit Reduction, is to provide another two-year 
interest free loan to States' unemployment insurance systems. If a two-year interest free loan is 
given to New York State and the State is unable to pay the loan within the two year period, they 
must pay the .3% increased FUTA tax every year this loan is not repaid. 

Is the intent of the Administration's plan to provide a two year interest free loan to States to 
maintain the States' Unemployment Insurance programs? 

Will increasing the FUTA tax on businesses create jobs? 

3. ) In your testimony, you stated that in the case that unemployment insurance benefits are cut off, 

former recipients may seek long term disability benefits. You stated the numbers of individuals 
considered for Social Security Disability Insurance has doubled during the recession. 

Could you provide for me the statistics of the number of citizens moving off the unemployment 
benefits rolls annually over a ten year period? In addition can you provide me with the number 
of citizens making disability claims annually over a ten year period? 

Do you find any link between citizens moving off unemployment insurance to an increase in 
Social Security Disability Insurance benefits? 

The Committee relies on electronic submissions for printing of the official record. Therefore, 
please send an electronic submission in Microsoft Word format to timothy ford@mail.house.gov and 
drew, wavne (fDmall.house.gov . 

Your consideration of my additional questions is appreciated. Should you have any questions 
please contact Drew Wayne in my office by e-mail or at (202) 225-3161. 1 look forward to your response. 
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Questions and Answers 
Committee on Ways and Means 
Subcommittee on Human Resources 
Rep. Reed . 29 ,h District, New York 

October 26, 201 1 


PART I 
Question 

During the hearing you agreed I hat raising the Federal Unemployment Tax Act (FUTA) 
tax on businesses would not be conducive to job creation. In the case of New York State, 
the State Department of Labor is imposing a S27 per employee surcharge on businesses 
in order to pay the interest on outstanding loans from the Federal government in 2009 
and 2010. This surcharge on small businesses came as [a] result of New York State s 
inability to pay back its interest-free loans from the Federal government - loans intended 
to strengthen the Stale 's unemployment insurance program due to increased pressure 
from extended Federal unemployment benefits In addition, the FUTA will soon begin 
levying an added tax on businesses, which will increase annually by 0 3%. to repay the 
principle of the loan. 

Why can V States use funds from their Unemployment Trust fund to assist with paying the 
interest on loans from the Federal government? 

Answer 

Section 1202(b)(5) of the Social Security Act (SSA), provides that interest required to be 
paid shall not be paid (directly or indirectly) by a state from amounts in its 
unemployment fund. If the Secretary of Labor determines that any state action results in 
the payment of such interest directly or indirectly (by an equivalent reduction in state 
unemployment taxes or otherwise) from such unemployment fund, the Secretary shall not 
certify- such state’s unemployment compensation law under Section 3304, FUTA. 

Section 303(c)(3), SSA, and 3304(a)(17), FUTA, also prohibit payment of interest 
directly or indirectly from the state’s unemployment fund. 

Moreover, the states that owe interest on advances (loans) from the Federal 
Unemployment Account (FUA) took advances because their accounts in the 
unemployment trust fund (UTF) were insolvent due to paying regular unemployment 
compensation not because of the wholly federally funded unemployment benefits. Slates 
do not pay for any of the costs of extended Federal unemployment benefits. If states are 
permitted to use moneys in their unemployment trust fund accounts to pay interest on 
advances, they are merely adding to their debt and putting themselves in a position, 
absent other actions taken to increase solvency, to need even more advances and owe 
even more interest to Treasury. 
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Question 

If States were able to use funds from their Unemployment Trust fund to assist with paying 
the interest on loans from the Federal government, New York may not have to levy a 
surcharge on employers to collect the money. 

Would the absence of the per employee surcharge on businesses be more beneficial for 
job creation than the surcharge that was imposed in New York State earlier this year? 

Answer 

States have much discretion in determining the source of funds to pay this interest. Some 
states have used general revenues or other sources of funds to make this payment, while 
others, like New York, chose to assess a surcharge. Each state must determine the best 
alternative for that state's economy when selecting a fund source to repay interest. 

Question 

Given your sentiments that increasing taxes on businesses does not help create jobs, how 
does the Federal government expect the current FUTA increase to allow businesses to 
create jobs ? 

Answer 

In the short term, the Administration’s proposal will restore the long-standing FUTA tax 
rate that expired on June 30, 2011. This is necessary because the Federal accounts in the 
UTF have run out of funds, and have received $29 billion as of October 20, 201 1 in 
interest-bearing advances from general revenues. However, the proposal also provides 
employers assistance in the short term. Employers in many states arc facing effective 
increased FUTA taxes right now as a result of state UI systems’ indebtedness (the 
revenue from reduced FUTA credits is to help states repay their advances). For 201 1 and 
2012. the proposal would eliminate these credit reductions and support economic 
recovery. 

The Administration’s long-term proposal does not increase FUTA taxes - the increase in 
the taxable wage base will be accompanied by a reduction in the FUTA tax rate, resulting 
in an approximate net neutral effect on employers. Moreover, by increasing the taxable 
wage base to $1 5.000 in 2014, the Administration seeks to set the taxable wage base at 
the level it would have been, adjusted for inflation, had it been indexed at the time it was 
raised to its current level of $7,000 during the Reagan Administration. In the short-term, 
the Administration’s proposal will restore the longstanding FUTA tax rate that expired on 
June 30, 201 1. 
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PART II 
Question 

In the President 's Fiscal Year 2012 budget request and recommendations to the Joint 
Committee on Deficit Reduction, the Administration recommended another two years of 
interest-free treatment on loans to State unemployment insurance systems and delays 
accompanying Federal tax increases for States that have not repaid the principal on 
those loans. The Administration s proposal would push the issue off for another two 
years, hut other provisions in the Administration s plan would then accelerate subsequent 
tax hikes faster than current law; this means New York businesses will face even steeper 
increases in their Federal unemployment taxes starting in 2013. Across the U.S.. the 
Administration 's proposal amounts to a net tax hike of nearly S60 billion over 1 0 years 

Does the Administration believe that forcing a tax increase on businesses will create jobs 
in the coming years? 

Answer 

The Administration's proposal seeks in the short term to provide relief to both slates and 
employers with regard to interest payments and the loss of FUTA tax credits. For 
calendar years 201 1 and 2012, the proposal waives interest accrual and payments on 
advances (loans) made to states to pay unemployment compensation and to eliminate for 
two years assessment of any FLITA credit reductions that would effectively increase 
employers' FUTA taxes if the credit reductions were not eliminated. These provisions 
will help support economic recovery and job growth. As the economy improves, states 
will be in a better position to address their solvency issues. 

To ensure trust fund solvency, the proposal increases and indexes the taxable wage base 
beginning in 2014, but also reduces the FUTA tax rate. This blended approach of 
providing relief in the short term and addressing trust fund solvency in the long term 
ensures that employers are not burdened in the short run and arc best positioned to create 
jobs, while also ensuring American workers have a sound UI safety net for the future. 
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PART III 

Question 

In your testimony, you stated that if Federal unemployment benefits are not extended, 
former VI recipients may seek long-term disability benefits. You stated the number of 
individuals applying for Social Security disability benefits has doubled during the 
recession. 

Please provide the number of individuals terminating unemployment benefits over the 
last ten years. 

Answer 

The states report the number of exhaustccs -- or people who receive all benefits to which 
they are entitled. That data is provided in the table below. (We note that we are 
interpreting the term "terminate” to mean "exhaustce” in order to answer this question.) 
We also note that over 17.6 million workers have received Emergency Unemployment 
Compensation (EUC) and/or Extended Benefits (EB) since the Federal benefit supports 
began in 2008. The majority ultimately left the programs without collecting all available 
benefits, but some of these workers are still drawing benefits from the programs, while 
others exhausted their benefits in 2010 or 201 1. In the absence of the EUC and EB 
programs, however, all 17.6 million of these workers would have exhausted their benefits 
at the end of their regular state U1 entitlement. 




Notes 


2.3 

1 

Krai 

2.6 

1 

FTiTiTl 

4.1 

1 


2.9 

1 

F?i71 

2.7 

J 

FTTTit 

0.9 

2 


- 

3 

E21 

- 

3 

ESTFl 

1.6 

4 

EM 

1.6 

4 


1 . Estimates draw exhaustees from regular program reports when states arc not in 
payable periods for EB and from EB reports when states arc in payable period for EB. 

2. Reach back period for EUC goes to May of 2007, so exhaustees for this period arc as 
in 1 but only through April. 

3. Extensions and expansions of the EUC program continue to provide entitlement 
preventing anyone from being an exhaustce. 

4. Estimates of final exhaustees provided by DOL for the EUC period covering the 
regular. EB and EUC program, 
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Question 

Please provide the number of individuals subsequently applying for disability benefits 
over the last ten years. 

Answer 

We are unable to provide information on the number of individuals applying for 
disability benefits after receiving Ul benefits. The Department of Labor does not collect, 
nor does it require states to collect, this information. 

Question 

Is there a confirmed link between individuals moving off unemployment insurance and on 
to Social Security disability benefits? 

Answer 

According to a report released by the Social Security Administration, Changes in 
Incentives Influencing Program Size,' economic changes influence applications to the 
disability insurance (DI) and Social Security Income (SSI) programs. The report reflects 
that, in general, disabled* worker application rates and incidence rates have tended to rise 
in periods of increasing unemployment and fall in periods of decreasing unemployment. 
However, the report does not explain the underlying reasons for these trends. Therefore, 
we defer to the Social Security Administration on this subject. 


' http://www.ssa. vov/policv/docs/chartbooks/disabilitv trends/secl05. html 
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SUBCOMMITTEE ON HUMAN RESOURCES 


October 1 2, 20 1 0 


Ms. Maren Daley 

Executive Director, Job Service North Dakota 

1000 East Divide Avenue 

Post Office Box 5507 

Bismarck, North Dakota 58506-5507 

Dear Ms. Daley: 

Thank you for taking time out of your schedule to appear at the hearing before the 
Subcommittee on Human Resources on assessing the President’s proposals to help the long-term 
unemployed. Please respond in writing to the following questions related to the hearing. Your written 
responses will be submitted as part of the Subcommittee’s hearing record. Due to the limited time in 
which the hearing record will be open for additional comments, I ask that you submit your responses 
no later than October 27, 2011. 

If you have any questions regarding this request, please contact Ms. Sonja Ncsbit at (202) 225- 
4021. Once again, thank you for appearing before the Subcommittee to discuss an issue that is of great 
importance. 1 look forward to reading your responses. 


Sincerely, 



Ranking Member 

Subcommittee on Human Resources 
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Additional Question for Ms. Maren Daley: 

• In your testimony, you highlighted the importance of Federal funding through the Workforce 
Investment Act (WIA) to support your re-employment eligibility assessment program. Given 
the importance of those funds to North Dakota, how would you respond to the draft proposal 
introduced by Republicans to cut funding for training and re-employment programs under WIA 
by 75 percent? What impact would that have on your ability to continue to provide these critical 
services that get people back to work? 
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Jack Dalrymple, Governor • Maren L. Daley, Executive Director 


PO Box 5507 - Bismarck. ND 58506-5507 


October 26, 2011 


The Honorable Lloyd Doggett 

Subcommittee on Human Resources Ranking Member 

Committee on Ways and Means 

U.S. House of Representatives 

Washington, DC 205 1 5 

Dear Representative Doggett: 

My response to the House Ways and Means Human Resources Committee Testimony Question, 
as outlined in your letter dated October 12, 201 1 is below. 

Question. 

In your testimony, you highlighted the importance of Federal funding through the 
Workforce Investment Act (WIA) to support your re-employment eligibility 
assessment program. Given the importance of those funds to North Dakota, how 
would you respond to the draft proposal introduced by Republicans to cut funding 
for training and re-employment programs under WIA by 75 percent? What 
impact would that have on your ability to continue to provide these critical 
services that get people back to work? 

Answer. 

Job Service North Dakota (JSND) currently operates sixteen One-Stop Career 
Centers located across the state. A 75% cut to Workforce Investment Act funding 
would eliminate the funding necessary to operate all but four One-Stop Centers 
located in the largest cities in the state. This would significantly reduce access to 
employment services for individuals in our rural state. The individuals hardest hit 
would be those who may lack access or the skills to use computers. In-person 
services available at the One-Stop Centers are vital to individuals identified as 
most in need for employment assistance. The closing of Job Service One-Stop 
Centers would negatively affect the smaller, booming communities. These offices 
provide critical job connections as a gateway to connecting job seekers to 
available jobs. Many employers rely on JSND to facilitate the application 
process for job seekers. This is particularly true in the western half of the state 
which is experiencing an oil boom. 

WIA training funds are also a critical funding source to enable individuals, 
identified as most in need, to gain the skills required for high paying jobs in the 
state. Without WIA, these individuals could not afford training and would lack the 

701 328.2825 (Voice) • 800.366.6888 (TTY Users - Relay ND) • 701 328.4000 (FAX) 
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skills necessary to qualify for many employment opportunities. JSND is a 
minimally funded state under WIA and has effectively used this limited funding 
to connect training enrollees to employment in targeted industries and high 
wage/high demand occupations in the state. Ninety-five percent of the total 
training enrollments in PY 2010 were specific to support Governor Dalrymple’s 
targeted industries of energy, advanced manufacturing, value-added agriculture, 
technology, or high wage/high demand occupations. JSND has strived to direct as 
much WIA funding as possible to effective training that leads to employment in 
demand jobs in the state. With declining WIA funding over the last six years, 
JSND has reduced ninety-four (94) full-time equivalent staff positions. JSND 
reduced core and intensive staff assisted services in order to maintain support for 
much needed skills training for WIA participants. With further cuts to WIA, 
funding for training would be reduced or eliminated. 


Sincerely. 

Maren L. Daley 
Executive Director 
Job Service North Dakota 
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WASHINGTON. DC 20515 


SUBCOMMITTEE ON HUMAN RESOURCES 


October 12, 201 1 


Ms. Dawn Deane 
5708 Gainor Road 
Philadelphia, PA 19131 

Dear Ms. Deane: 

Thank you for taking time out of your schedule to appear at the hearing before the 
Subcommittee on Human Resources on assessing the President’s proposals to help the long-term 
unemployed. 1 found your testimony to be very informative. Please respond in writing to the 
following questions related to the hearing. Your written responses will be submitted as part of the 
Subcommittee’s hearing record. Due to the limited time in which the hearing record will be open for 
additional comments, I ask that you submit your responses no later than October 27, 2011. 

If you have any questions regarding this request, please contact Ms. Sonja Ncsbit at (202) 225- 
4021 . Once again, thank you for appearing before the Subcommittee to discuss an issue that is of great 
importance. I look forward to reading your responses. 


Sincerely, 

Lloyd Doggett 
Ranking Member 

Subcommittee on Human Resources 
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Additional Question for Ms. Dawn Deane: 

• The current Federal unemployment program begins to shut down at the end of this year, 
potentially leading to loss of UI benefits for over two million people by mid-February. If you 
are unable to find a job by the end of the year, how w ould you and your daughter make ends 
meet if your unemployment benefits are cut off? Would you be forced to give up your home? 
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October 24, 2011 
Response to 

Ranking Member Doggett 
Subcommittee on Human Resources 
From Dawn Deane, witness 


Thank you for your question Representative Doggett. Were Congress to fail to reauthorize the federal 
unemployment insurance programs, and were I not able to find a new job before the end of 201 1, I would 
not have any other choice but to apply for welfare and food stamps. And because the HEMAP program 
has been shut down. I don't see how I would be able to keep paying the mortgage on my home that I have 
ow ned for ten years. I fear that foreclosure w'ould be inevitable. 
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SUBCOMMITTEE ON HUMAN RESOURCES 


October 12,2011 


Mr. Don Peitersen 

Director of Unemployment/Workforce Project 
American Institute for Full Employment 
2626 Biehn Street 
Klamath Falls, Oregon 97601 

Dear Mr. Peitersen: 

Thank you for taking time out of your schedule to appear at the hearing before the 
Subcommittee on Human Resources on assessing the President’s proposals to help the long-term 
unemployed. Please respond in writing to the following questions related to the hearing. Your written 
responses will be submitted as part of the Subcommittee’s hearing record. Due to the limited time in 
which the hearing record will be open for additional comments, I ask that you submit your responses 
no later than October 27, 2011. 

If you have any questions regarding this request, please contact Ms. Sonja Ncsbit at (202) 225- 
4021 . Once again, thank you for appearing before the Subcommittee to discuss an issue that is of great 
importance. I look forward to reading your response. 


Sincerely, 

Lloyd Doggctt 
Ranking Member 

Subcommittee on Human Resources 



134 


Additional Question for Mr. Don Peiterscn; 


• You described the on-the-job training funds in TANF Emergency Funds made available in the 
Recovery Act as a notable initiative. That program provided Federal support for subsidized 
employment for a variety of displaced works in public and private sector positions and lead to 
the creation of over 250,000 jobs. Would you support the creation of another subsidized 
employment program similar to the one established in the Recovery Act? 
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American Institute 
fo R FULL EMPLOYMENT 

Response to Ranking Member Doggett's question 
to Don Peitersen concerning his testimony before the 
Subcommittee on Human Resources - October 6, 2011 


You described the on-the-job training funds in TANF Emergency Funds made 
available in the Recovery Act as a notable initiative. That program provided 
Federal support for subsidized employment for a variety of displaced works in 
public and private sector positions and lead to the creation of over 250,000 jobs. 
Would you support the creation of another subsidized employment program 
similar to the one established in the Recovery Act? 

RESPONSE: 

The merit of developing subsidized wage opportunities using TANF Emergency Funds in the 
Recovery Act was that it provided a platform for encouraging states to expand their on-the-job 
training programs to better meet the needs of unemployed workers and employers who could 
hire them. However, in our opinion, states responded with very little innovation (and instead 
only continued previous programs) as the funding was used primarily to provide fully subsidized 
jobs that had a smaller chance of becoming full-time permanent jobs once the subsidy (usually 
100% of wages for 6 months) was over. 

Thus, the opportunity was missed to provide meaningful, short-term wage subsidies aimed at 
encouraging employers to hire a TANF recipient that they would not have otherwise hired. In 
addition, the program has been characterized by state agencies and employers as complex and 
cumbersome to administrate. 

To meet the needs to today's workforce, wage subsidy programs should provide states with the 
flexibility to develop innovative programs that: 

• Identify which customers will benefit most from a wage subsidy placement. 

• Is likely to incentivize an employer to provide a new opportunity and training. 

• Have a demonstrated return on investment by saving offsetting claim dollars. 

• Uses measures to properly manage the program and measure success. 

States have flexibility in TANF to create wage subsidy programs by writing the program into 
their state plans. This flexibility does not exist in Unemployment Insurance, but it should. 


2636 Biehn Street, Klamath Falls, OR 97601 • Phone: 800.562.7752 • Fax: 541.273.6496 • www.fullemplovment.org 


[Submissions for the Record follow:] 
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Aaron Benjamin, Statement 


September 22, 2011 

The Solution to Long-Term Unemployment 

By Aaron |. Benjamin 

WE FACE an unprecedented unemployment crisis. Now three years since the 2008 
financial meltdown, over fourteen million Americans, nearly ten percent of the 
working population, are unemployed.' The average duration of unemployment 
stands at a record forty weeks. 7 Six million Americans, or forty-two percent of the 
unemployed, have been jobless for over six months. 3 This is not a problem, it is an 
emergency. 

In response to this crisis, our policymakers have been calling for job creation. We 
need to create jobs, they say, for these millions of Americans to fill. 

Unless the government extends employment offers to the unemployed, with money 
it does not have, only profit-generating employers can offer jobs. So the question we 
must ask is, why are these job-creators of the world not offering jobs? 

It turns out that the answer to this question is critical in determining how to combat 
joblessness. And because our policymakers have failed thus far to grasp the correct 
answer, they have been proposing well-meaning schemes that just don't address the 
root of the unemployment problem. 

Many believe it is because businesses are cash-strapped and cannot afford to hire 
more workers. Based on that assumption, the President has introduced tax 
incentives to make it more affordable for employers to hire. 

But this is just plain incorrect U.S. businesses are currently sitting on a record $2 
trillion of cash reserves. 4 They have so much excess cash that a House member 
recently proposed a tax on all retained corporate earnings in excess of the earnings 
of the past three years. 5 

Another prominent explanation is that because individual demand for goods and 
services is down, employers do not need to expand, and therefore their demand to 
hire is also down. It is this assumption that underlies the justification for perpetual 
extension of unemployment benefits. The argument goes, that putting money into 
the hands of the jobless who will immediately spend it on what they need to live 
directly creates demand for basic goods and services, thereby ultimately giving 
employers reason to expand and hopefully to hire. 6 

This premise is likewise mistaken. Total employer hiring demand is up 94 percent 
from 20 10. 7 Hiring demand for engineering services jobs is up fifty-nine percent 
from the beginning of 201 1, with nearly 15,000 new jobs advertised in August 
alone. 8 Over 36,000 new jobs were advertised online for web developers in August'* 
These are just samples of entire industries with robust demand for growth. 
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So if employer appetite for hiring is robust, and they have adequate resources for 
hiring, then why in the world are they not hiring? This forces us to approach the 
question from a new perspective. 

The cause of the current unemployment crisis: 

The real reason employers are not hiring because they cannot find workers with the 
skills they need. According to a recent Department of Labor Study, in 1950, only 3 
out of 10 jobs in America required a postsecondary degree compared with 7 out of 
10 today. Our labor force is catastrophically mismatched with the needs of today's 
employers. In 2010, for example, construction workers suffered the highest rate of 
unemployment - over twenty percent by some accounts - while the unemployment 
rate for professional occupations was below five percent 10 So, although there are 
fourteen million people ready to start working tomorrow, there are so few of those 
that have desirable skills, that employers need to curb their growth because there are 
not enough skilled workers to meet their demand. Policymakers often cite the 
statistic that for every job opening there are five job seekers. What the study does 
not discuss, however, is whether those job seekers are qualified. Actually, for every 
one job created, there is less than one qualified jobseeker. This is why currently, 
despite the vast number of unemployed, there remain millions of job openings that 
need to be filled. 11 We have millions of people willing to work, but only a fraction 
actually suited to the needs of twenty-first century American businesses. 

This idea is reinforced by the September 23, 2011 Wall Street Journal report that 
based on recent census data, jobs and wealth no longer cluster around places like 
Detroit and Cleveland that had large concentrations of capital and industry. Today, 
the education level of city residents and overall supply of higher-skilled laborers are 
the drivers of economic growth. 

This does not imply that the unemployed have done something wrong. It simply 
means that as the global economy develops, many lower-skilled jobs have moved 
overseas. In addition, within the U.S. itself, yesterday's growth industries are 
today's stallers, replaced with new growth industries that require workers with new 
skill sets and talents, leaving many workers unable to compete in today’s job 
market 

The crisis we face is the tragedy of under education. It is a mistake to focus our 
efforts on incentivizing employers to hire. What we ought to be focused on is 
getting our prized workforce back in shape. 

Now, before we get to the solution, it is important to recognize that not only is 
perpetual extension of Unemployment Insurance (Ul) benefits a misguided attempt 
at boosting employment, it actually hurts recipients' chances of re-employment 

The problem with the UI approach: 
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There is widespread agreement that the longer a person is unemployed, the harder 
it is for that individual to get a job. 12 After several months of being unemployed, 
skills atrophy, resumes become outdated, morale drops, and motivation dims. The 
worker becomes less and less qualified as time goes on. According to the DOL, a 
person in the first month of unemployment is more than three times as likely to find 
a job than someone unemployed for six months or more. 13 

By passing extension after extension of UI benefits, the government sends a message 
to the unemployed that they do not need to work anytime soon. If they don’t find a 
job, we’ll still support them. This leads the jobless straight into the mire of 
complacency, despair, and deterioration out of which many cannot climb. In short, 
our well-meaning UI spending is contributing to the pathetic decay of the vestiges of 
our once proud workforce, rather than restoring it. 

Now that we have identified the cause of the unemployment crisis, as well as the 
problems with the current attempts at solving it, we are ready to introduce a design 
that will keep people from becoming long-term unemployed, while staying focused 
on the root cause of unemployment. 

The Solution: 

After an initial six months of receiving UI benefits, benefits should stop completely 
unless the unemployed individual enrolls in a government-sponsored, industry- 
driven training center. If the individual does enroll in a training center, the benefits 
will continue, but at half their prior amount. The other half will be used by the 
government to fund the individual’s training. 

This sends a message to jobseekers that they have six months to devote to finding a 
job. The impending drop-off in benefits will galvanize jobseekers to do their utmost 
during that period to obtain gainful employment. 

This sends another message to those seeking employment: If you do not find a job, 
we will not forsake you. Your benefits will continue. What is more, we will take that 
money that would have come to you in the form of a check and use it to invest in you 
and your future. Rather than funding your continued decay, we will help you 
transform yourself from a worker with outdated 20 th century skills to one with the 
competitive skills industries need today. 

What exactly do I mean by 'industry-driven training centers'? Is there such a thing? 
How much does it cost to run? 

Actually, the framework for this kind of arrangement already exists. The National 
Fund for Workforce Solutions (NFWS) is the national umbrella organization for 
many regional industry-driven training programs. 
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Here’s how NFWS programs currently operate. Employers are brought together to 
identify mid-level talent gaps. Government and philanthropic funding support 
training centers that train these workers with targeted, focused set of skills to be 
directly placed in particular areas of the industry. 14 As the National journal reports, 
the key to the success of the training centers is to teach skills that are in demand. 15 

This is extraordinarily efficient education in direct response to industry needs. 

Instead of letting these workers sitting at home and atrophying, they will be using 
their minds and practicing the work ethic they have honed through years of faithful 
labor and transforming themselves into effective 2 1 st century workers in the 
process. 

NFWS has met with great success. Of the 18,000 unemployed individuals who 
enrolled in a NFWS training center last year, about twenty-five percent got jobs that 
paid an average of $4 an hour more than their previous job. 16 Imagine, reducing 
unemployment and spurring growth at the same time. A comparable success rate at 
the national level would mean that a whopping 4 million people would get jobs next 
year. And twenty-five percent is only the average. One local program, SkillWorks in 
Boston, boasted a seventy percent re-employment rate just last year. 17 Can we 
ignore these results? 

Not only does it work, but the cost of running such a program can be fully offset by 
the drop-off in Ul payments. NFWS in 2010 raised $100 million and was able to 
train 18,000 workers, at a cost of about $5,000 per person. 18 By today's measure of 
federal unemployment outlay, unemployment insurance cost over $10,000 per 
person (based on $160 billion total outlay for 14 million unemployed) in 2010. 14 So 
by cutting the federal portion of UI in half, over $5,000 per person will be freed up to 
cover the cost of training. 

So the deficit will not be increased as a result of this proposal. 

True, this proposal comes at the cost of lower payments to long-term unemployed. 
The money they do not receive will fund their training. But while it may be a loss in 
purely cash terms, their long-term human capital is increased far more than the 
extra cash would ever have accomplished. Maintaining a strong work ethic, 
preventing the slide into atrophy, transforming and developing new skills, and 
overall well-being, morale, and marketability are well worth the lower payments. 

Something else to keep in mind is that the cost to the government will go down 
every year following implementation of this program, as total unemployment should 
fall dramatically with each passing year. If this were launched in January of 2012, by 
the end of 2015 unemployment would be at 5.15 percent, just above the five percent 
line considered by economists to be 'full employment.’ Compare that with current 
economist predictions that barring any unforeseen changes to the system, 
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unemployment will hover around eight percent through 2015. How can we not take 
this seriously? 

Now, this may sound bold and I understand many people may not be happy about 
the prospect of having the weekly Ul checks they have grown accustomed to getting 
cut in half. But now is the time for bold action that will take us out of this crisis and 
transform us into a competitive 21 st century economy. This proposal serves the 
multi-faceted function of putting the unemployed back to work, stemming the tide 
of long-term unemployment, and providing employers with the quality workers 
they need to grow. 

Let us recognize this opportunity to save our future and to prove to the world and to 
ourselves that we have what it takes to overcome overwhelming adversity. By 
following our convictions even when that means making tough choices, we will 
reemerge with greater strength than ever before. 

Aaron Benjamin is a student at Georgetown University Law Center and can be reached at 
a ib237kblaw.aeoraeto wn.edu. From September to December 201 1, be was an intern for the Committee 
on Ways and Means. 
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American 99ers Union, Statement 

Gregg S. Rosen, President 

The American 99ers Union 

220 Wyncoop Court 

Holland, PA 18966 

Phone: 202-579-9377 

E-Mail: contact@american99ersunion 

Note: All statements contained in this submission for the record are to be attributed to the American 99ers 
Union 


Assessing the President’s Proposals to Help the Long-Term Unemployed 


As we collectively work toward rebuilding the American economy and getting Americans back to work, 
we must assure the financial security of all long-term unemployed Americans, until such time as the jobs 
return. It also must be acknowledged, that with so many out-of-work job-seekers and so few available 
openings, unemployed workers already face a tough job market. But when employers exclude qualified 
and job ready applicants based upon; credit scores, employment status and age, at a time when we as a 
country are still trying to gain some form of economic footing, having just exited the most severe 
economic downturn since the Great Depression, the job of finding a job becomes impossible. 


To this end, the American 99ers Union offers into record, The Four Point Plan to a Fair Recovery 
Proposal. We strongly recommend these measures be considered and integrated into The American 
Jobs Act or into existing legislation where applicable. 


1) According to the Department of Labor, in August 2011 (the most recent official data), 6.0 
million individuals were classified as long-term unemployed. As President Obama continues to 
speak of creating jobs by building bridges throughout the country, the time is now to build a 
bridge that connects the "long-term unemployed", defined by the Department of Labor (DOL) as 
those individuals unemployed for 27 weeks of longer and who are guaranteed legislative 
support in this bill via the extension of unemployment insurance, to the estimated 7.0 million 
individuals who comprise the "longest-term unemployed", defined as those individuals who are 
unemployed and have exhausted all State and Federal unemployment insurance. These 
Americans have no legislative support in this bill, as relates to an extension of unemployment 
insurance. 


Prepared by the American 99ers Union— Page 1 
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No matter what side of the aisle, the question that is asked by both Republican and Democrat is, 
"Where are the jobs?" The data supplied by The Department of Labor (DOL) as relates to job 
separation and job creation dating from December of 2007, through to August 2011 (the most 
recent official data) would suggest that this is not a matter of "lazy Americans", but rather a 
"lazy job market". How are unemployed Americas supposed to afford the costs that are incurred 
when seeking employment, if they have been without any form of income, in most instances for 
over eighteen months? 

On February 9 11 ' 2011 H R. 589 was introduced. This bill would allow for an additional 14 weeks 
of extended unemployment insurance for all unemployed Americans. As is widely 
acknowledged, consumer spending accounts for 70% of all economic activity. The National 
average for an unemployment check is $303.00 per week. Allowing those dollars to be invested 
back into the hands of the 7 million longest-term unemployed, as a country we recognize an 
immediate return of $2,121,000,000.00 in economic spending each and every week. If we want 
to create jobs, we need to once again create demand. In August 2011 (the most recent official 
data) The National Federation of Independent Business (NFIB) has again reported, "Sales remain 
the largest problem for small firms." Couple this data, coming from small business owners 
across the country, along with the following data: 

• The Non-Partisan Congressional Budget Office (CBO) determined on two separate 
occasions in 2010 the value of extending unemployment insurance. The most recent 
being on November 15, 2010, when in the CBO's Fiscal Policy Choices Report, it was 
stated that, "the single best way to help stimulate the economy and create jobs is to 
extend unemployment benefits." 

• In the November 18th 2010 U.S. Congress Joint Economic Committee (JEC) Report, it 
was stated that, "extending unemployment insurance is one of the most powerful 
and effective tools we have for boosting economic growth." 


There should be no question as to the need to include a provision providing for the addition of 
H R. 589 in The American Jobs Act. 


2) A provision must be included in The American Jobs Act, or an amendment need be added to The 
Fair Credit Reporting Act of 1970 (codified at 15 U.S.C. § 1681 et seq.) that would prohibit the 
use of most employee credit checks. 

With the loss of a job and the ensuing loss of income in today's economy, difficult choices need 
be made as a matter of survival. This can translate into late payments; so long term 
unemployment can easily mean damaged credit. Should Americans be denied the ability to re- 
enter the workforce because they chose to pay a bill in 31 days, in order that they put food on 
their families table, or purchased lifesaving medication for their children? 


Prepared by the American 99ers Union— Page 2 
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3) A provision must be included in The American Jobs Act that would create tier based tax 
incentives for business hiring, as relates to the total time an applicant is unemployed through no 
fault of their own. 

Under the President's plan, employers would get a special tax credit of up to $4,000 for each 
unemployed person hired who has been out of work for 6 months or more. As previously 
addressed, this vague terminology creates an environment that allows for discrimination against 
the longest-term unemployed (those who have exhausted all State and Federal unemployment 
insurance). By offering graduated tax credits that would correspond to the length of time a new 
hire was out of work through no fault of their own, incentives would be in place that would 
create parity for all Americans seeking employment. 

4) A provision must be included in The American Jobs Act that would create tier based tax 
incentives for business hiring, as relates to the age of prospective job applicants. 

Under the President's plan, employers would get a special tax credit of up to $4,000 for each 
unemployed person hired who has been out of work for 6 months or more. Once again, this 
vague terminology creates an environment that allows for age discrimination against the 
longest-term unemployed. By offering graduated tax credits that would correspond to the age 
of a new hire, incentives would be in place that would create parity for all Americans seeking 
employment. 

Creating incentives for businesses to hire the "first waves" who lost their jobs through no fault 
of their own during the recession of 2007, is preferable than to see Americans who are already 
suffering, face possible discriminatory hiring practices. It should be assumed that Americans 
want to return to the workforce as soon as possible, not get involved in lengthy and fruitless 
legal battles relating to unfair hiring practices. Not at a time when the official estimate is that 
there are five applicants for every one job and the realities of homelessness and hunger have 
become the rule rather than the exception. 


If both Republicans and Democrats truly want to see all of America's unemployed get back to work, 
regardless of how they feel this task is best accomplished; the aforementioned obstacles cannot be 
considered as a matter of debate and need be incorporated into The American Jobs Act to expedite the 
process of achieving full employment. 


Respectfully, 

The American 99ers Union 


Prepared by the American 99ers Union— Page 3 
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Of 
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Chairman Davis, Ranking Member Doggett, and members of the House Ways and Means 
Human Resources Subcommittee, thank you for the opportunity to submit this statement for the 
record on behalf of True Blue, Inc. (“TrueBlue”). We applaud the Committee and Subcommittee 
for their attention and work on the critical issue of reducing unemployment. 

Our nation continues to grapple with the stalled economic recovery and persistent 
unemployment. As reforms are considered to unemploy ment insurance, we strongly urge 
Congress to consider opportunities to expand temporary employment, which is critical to 
mitigating unemploy ment. 

TrueBlue 

TrueBlue is a leading supplier of temporary work. In 201 0, TrueBlue connected 
approximately 300,000 people to work, paying nearly $600 million in wages and serving nearly 
1 50,000 businesses in the service, retail, wholesale, manufacturing, transportation, and 
construction industries. TrueBlue also employ s 2,500 regular headquarter and branch staff. 

TrueBlue prov ides temporary blue collar and skilled work through five lines of business: 
Labor Ready: Spartan Staffing; CLP Resources; Plane Techs; and Centerline. The TrueBlue 
family of companies is committed to providing individuals with opportunities for growth and 
customers with the help they need to succeed in today’s competitive environment. 

Temporary Work 

Temporary employment plays a critical role in the economy by providing employ ment 
flexibility for workers and businesses. Temporary stalling firms employ more than 1 1 million 
people each year. These jobs offer millions of people the opportunity to work, particularly as the 
economy continues its fragile recovery'. 

Temporary' employment is critical to mitigating unemployment, while offering a 
significant opportunity to find permanent employment through temporary jobs. Temporary' 
employ ment also provides people with on-the-job training, allowing them to learn new skills and 
expand their knowledge base, which can be later transferred to other employers and 
strengthened. 

At the same time, temporary employment provides businesses with the opportunity to 
support or supplement their workforce in various work situations, such as employee absences, 
skill shortages, seasonal workloads, and special assignments or projects. Moreover, in the 
current economy, temporary employment is leading the jobs recovery by allowing employers to 
gauge business and economic conditions before committing to permanent hires. 

In TrueBlue’s experience, the average tenure of a temporary employee is approximately 
one month per year. However, even if someone w orks for us for one day , that person is an 
employ ee of the company rather than an independent contractor. Employee status integrates 
workers into the U.S. economy, ensuring that they are eligible to work in the U.S., that all 
workers’ compensation, unemploy ment, and income taxes - as well as any court-ordered 
garnishments - are withheld and collected, and that \V-2s report income accurately. 


- 2 - 
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Combined Compensation Program 
Issue 

For many of the unemployed, temporary staffing agencies are an integral part of their job 
search. I lowever, the current unemployment insurance system, in certain instances, creates a 
disincentive for individuals who receive unemployment insurance to work in a tem porary job, 
which could serve as a working interview and possibly lead to permanent placement. 

The following example provides an illustration. Let’s say that an individual, who 
previously held a job as a carpenter, is now unemployed and receives $350 per week in 
unemployment insurance. If she goes to a branch of a temporary staffing agency and applies as 
part of her required job search, she is often incentivized to turn down an offer for a temporary' 
job because she is likely to lose her unemployment insurance and/or she may receive more 
money by collecting unemployment insurance. This keeps her from accepting a job that may 
teach her new skills or that could lead to an offer of permanent employment. 


Proposal 

One option for addressing this issue is to establish a new “Combined Compensation 
Program” (“Program”). The Program would modify the incentive structure of the unemployment 
insurance system by encouraging individuals to accept temporary or seasonal employment while 
maintaining their eligibility to remain on unemployment. 

Under the Program, an individual who accepted a temporary or seasonal job would 
continue to be eligible to receive unemployment insurance, but at a reduced rate. The reduced 
unemployment insurance payment would compensate the individual for the gap between their 
earnings and their standard unemployment insurance payments. 

For example, assume that an individual accepted a temporary or seasonal job that paid 
$325 per week. In order to compensate for her lower weekly earnings (she received $350 on 
unemployment insurance), unemployment insurance would pay her a flat percentage of her 
standard unemployment insurance payment in order to compensate for the difference. 

The Program would have a number of benefits. First, the unemployed individual is back 
at work. Second, businesses that need workers on a temporary basis have the flexibility to 
position themselves for growth or meet short-term demand. Third, the unemployment insurance 
program benefits because fewer unemployment insurance funds are expended when transitioning 
the unemployed to work the individual is working at least part of the time. Finally, the 
unemployed individual also w ins because this job could teach her new skills for her next job or 
could turn into a permanent job w ith one of the businesses to w hich she is assigned by the 
temporary staffing company. 
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Conclusion 

TrueBlue greatly appreciates the opportunity to submit this statement. As Congress 
considers policies and programs to assist our nation’s unemployed, we strongly urge 
consideration of proposals similar to the Combined Compensation Program, which are a win for 
the unemployed individual, a win for the business, and a win for the government. We are happy 
to be a resource to Congress, the Committee, and the Subcommittee and we look forward to our 
continued work together on these issues. 
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